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EASE OF EQUIPMENT, dated as. of November 1, 1972, between
SECURITY STATE BANK, a state banking corporation organized
the laws cof the State of Utah, as Owner-Trustee

inafter called the Lesscr) under Owner Trust Agreement No. 1
as of November 1, 1972 with George Eccles (hereinafter

d the Beneficiary), and CANADIAN NATIONAL RAILWAY COMPANY, a

ration duly incorrcrated undexr the. laws of Canada '

einafter called the Lessee).

WHEREAS, the Lessor, National Steel Car Corporation, Limited
inafter called the Manufacturer) and the Lessee have entered
a Manufacturing Agreement dated as of November 1, 1972
inafter called the Manufacturing Agreement), wherein the
acturer has agreed to construct, sell and deliver the

ocad. equipment descriked in Schedule I hereto; and

HEREAS, the Lessor has entered. into Equirment Trust :
ement No. 1 dated as of November 1, 1972 (hereinafter called
ipment Trust Agreement) with First Security Bank of Utah, '
as Trustee (hereinafter called the Trustee), under which
Lessoxr has agreed to cause the Manufacturer to sell, assign
transfer to the Trustee title to all such units of railroad
ipment delivered and accepted on or prior to December 31, 1972
n aggregate cost. . of ur tc $2,000,000 (U.S.) and settled for
prior to April 30, 1973 under the Manufacturing Agreement
der which such title to the Units will ke reserved to the
ee until the Lesscr fulfills its obligations under the,

ment Trust Agreement (such units descriked in Schedule ¥

o being hereinafter called the Group A Units, the Group B

Unitp, the Group C Units and the Group D Units respectively, as
tpe; ase may be, and all such Units keing hereinafter

cgll ctively called the Units), and under which the Trustee has
agreed to lease all the Units to the Lessorx; . o

: WHEREAS, the Lessee desires to lease from the Ies'or such

meer 31, 1972, and settled for cn or prior to AprlL 30, 1973,
Aunder the Manufacturing Agreement up to an aggregate cost
$2,000,000 (U.S.), the Group B Units covered hereby being

- descyibed specifically in Surrlement Nc. 1 hereto, at the rentals
and for the terms and upon the conditions hereinafter provided;

Now, THEREFORE, in consideration of the premises and of the
rentals to be paid and the covenants hereinafter mentioned to be
kert| and performed by the lessee, the Lessor hereky leases the
Unlts to the Lessee upon the following terms and condii:ions, but,
.upon default of the Lessee hereunder, sukject and subordinate to |
all the rights and remedies cf the Trustee under the Equipment
Trust Agreement. '

Bection 1. Delivery and Acceptance of Units. The Lessor will
cause each Unit accerted pursuant to the Manufacturing Agreement
toc b¢ tendered to the Lessee at such point or points as may be
mutually acceptable to the Lessor and the Lessee. Immediately




ct.

2

~upony such tender, the lLessee will cause its authorized inspectors
or representatives to inspect the same, and if such Unit is found
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e in gcod operating order and repair, to accept delivery of
Unit and to execute and deliver to the Lessor a certificate
cceptance (hereinafter called a Certificate of Acceptance)
ifying as to the actual date of acceptance of delivery by the
ee; whereuron such Unit shall be deemed to have been

vered to and accepted by the Lessee under this Lease and

1 be subject thereafter to all the terms and conditions of
Lease and such Certificate of Acceptance shall be absolutely

ing upcn the lLessee. Any Unit or Units excluded from the

ikgwise be excluded from this lLease. Any such Units so excluded

suc
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1lessee.

uapment Trust Agreement rursuant to Section 3.01 thereof shall

the Equipment Trust Agreement and from this Lease shall, if

i Units are delivered, accerted and settled for on or prior to

1 30, 1973, under the Manufacturing Agreement, ke leased by
{Lessee from the Lessor pursuant to Leases of Equiprment No. 2
No. 3 dated as of November 1, 1972, ketween the Lessor and

|Section 2. Rentals. The Lessee agrees to pay to the Lessor,
quch coin or currency of the United States of America as, at
ltime payable, shall ke legal tender for the paymernt of public

private debts, as rental for each Unit subject to this Lease,

donsecutive semi-annual payments payakle on the Business Day

defined in the Equipment Trust Agreement) next preceding May

|Novembexr 1. of each year commencing May 1, 1973. In respect

dach Unit subject to this Lease (a) the first such semi-annual
ent shall be an amcunt egual to (i) the daily lease rate .

for each day elapsed frcom and including the date such Unit

gettled for under the Equipment Trust Agreement and the

Nan’facturlng Agreement to May 1, 1973 and (11) the hdSlC lease

fade’to the Lessor shall be made to the Lessor by the deposi£

e funds to the account of the Lessor at the branch of such

éany past, rxesent oxr future claims cf the Lessee agalnst the

or under this Lease or otherwise or against the Trustee or

:Manufacturer; nor, excert as otherwise expressly provided
ein, shall this Iease terminate, or the respective obligations

he Lesscr or the Lessee be otherwise affected, by reason of

|defect in or damage to or loss of possession or loss of usfﬁﬁ%?j
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r destruction of all or any of the Units from whatever cause,
prohibition of or other restriction against the Lessee's use
11 or any of the Units, the interference with such use by any

gerspn or entity, the invalidity. or unenforceability or lack of

due

juthorizaticn of this lL.ease or lack of right, power or

authority.of the Lessor to enter into this Lease, the breach by

the:

Lessor of the representations and warranties of the Lessor

ccntalned in the second paragraph of Section 8 herecf,. or by
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on of any failure by the Lessor to perform any of its ,
gations herein ccntained, or for any other cause whether -
lar or dissimilar to the foregoing, any present or future law
he contrary notwithstanding, it being the intention of the

paréles hereto that the rents and other amounts payakle by the
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lee hereunder shall continue to be payable in all events in

manner and at the times herein provided unless the obligaticn

ay the same shall ke terminated rursvant to the express

isions of this Lease. The Lessee shall have a right of

on against the Lessor for any such kreach of such

esentations and warranties or any such failure to. perform
obligations, but withcut any right of set-off c¢f such rents

other amounts payable by the Lessee hereunder. :

|Section 3. Termg gg lease. The term of this Lease as to each

shall begin upon accertance thereof by the Lessee pursuant
ection 1 hereof, and, subject to the provisions of Sections
¢ 17 and 19 hereof, shall terminate six months after the date

on which thke final semi-annual payment of rent in respect thereof
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ue hereunder.

[Notwithstanding anything to the contrary contained herein,

rights and obligations under this Lease and in and to the

s, -upon default by the Lessee hereunder, are sukordinate,

or in rank and subject tc the rights. cf the Trustee under the
rment Trust Agreement.

|Section 4. ;dengificatibn Marks. The Lessee will cause each

to be kept numbered with the identifying number as set forth
chedule I hereto and will keep and maintain, plainly, :
inctly, permanently and conspicuously marked on. each side of
Unit, in letters not. less than an inch in height, the

cwing words: “OWNED EBY FIRST SECURITY BANK OF UTAE, N.A., 79
H MAIN STREET, SALT LAKE CITY, UTAH, AS TRUSTEE UNDER THE

S OF AN EQUIPMENT TRUST AGREEMENT", cor other apgprcpriate

s designated by the Trustee, with appropriate changes thereof
additions thereto as from time to time may be required by law
rder to protect the interest of the Lessor and the Trustee in
to such Unit and the rights cf the Lessor under this Lease
the Equipment Trust Agreement and cf the Trustee under the
pment Trust Agreement. The Lessee will not rlace any such

in coperation or exercise any control or dominicn over the
until such words shall have been sc marked on koth sides

eof and will replace promptly any such words which may be
ved, defaced or destrcyed. The Lessee will not chlange or

permlt the identifying number of any Unit to be changed excegt in

Vi
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accdrdance with a statement of new identifying numbers to be
subsitituted therefor, which statement previously shall have been
fildd with the Trustee and the lLessor by the lLessee and filed,
‘recgqrded orx deposited in all public offices where thls Lease will
have been flled recorded or deposited.

{Except as akove provided the Lessee will. not allow the name
cf any person, association or corporation to ke placed on the
Unitls as a designaticn that might be interpreted as a claim of
cwneglxship; provided, however, that the Lessee may cause the Units
. to He lettered with the names, initials or other insignia
custicmarily used by the lessee or any permitted sublessee on
qailroad equipment used by it of the same or similar type for
ccnvenience of identification of their right to use the Units.

|section 5. Taxes. All payments to ke made by the Lessee
herdunder will be free cf exgrense to the Lessor and the Trustee
for‘collection or. other charges and will be free of expense to
the |[Lessor and the Trustee with respect to the amount of any
locdl, state, provincial or federal United States, Canadian or ‘
- Mexilcan taxes (other than any local, state, provincial oxr federal
Unifled states oxr Canadian or Mexican income taxes [to the extent
.thatf the Lessor receives credit for such Canadian or Mexican
taxgs agalnst its United states income tax liability] payable by
the|Lessor' in consequence of the receipt of payments provided
herxgdin, and other than the aggregate of all franchise taxes
qeaeured ky net income based cn such receipts, except any such
taxi/which is in substitution for or relieves the Lesse¢e from the
ent of taxes which it wculd otherwise be obligated to pay or
';burse as herein provided), assessments or license fees (and
anyicharges, fines or gpenalties of any kind in connection
ewith) (hereinafter called "impositions") hereafter levied or
gsed upon Orx in connection with or measured by this Lease,
|Equipment Trust Agreement or any of the instruments or
dements referred to herein or therein oxr contemplated hereby
thereky, or any sale, rental, use, payment, shipmert, delivery
transfer of title under the terms hereof, the Equipment Trust
ement or any such instruments or agreements, all of which
gsitions the lLessee assumes and agrees to pay on demand in
ition to the payments tc be made by it provided for herein.
The |lessee will also pay promptly all impositions which may be
g0sed upon any Unit cr for the use or operation thereof or upon
jearnings arising therefrom or upon the Lessor solely by
on of its interest therein or upcn the Trustee solely by
son of .its title thereto and any and all impositions upcn or
gccount of the trust created by the Equipment Trust Agreement
jpon. ox on account of the Equipment Trust Agreement, or the
jsactions contemgplated thereby (whether or not such
nsactions shall actually be consummated) or the instruments or
¢ements referred to therein or contemglated thereby, and will
at all times all and every part of such Unit free and clear
411 such impositions which might in any way affect the
rests of the Lessor cx the Trustee or result in a claim,
1, security interest or other encumkrance upon any such Unit
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will supply the Iessor and the Trustee with a receipt orx
r evidence of such payment satisfactory to the Lessor and the
tee; provided, however, that the lessee shall be under no
ilgation to pay any impositions so long as it is contesting in

faith and by aprropriate legal proceedings such. impositions

jthe nonpayment thereof does not, in the opinion of the Lessox
he Trustee, adversely affect the property or rights of the

cr or the Trustee hereunder or under the Equipment Trust

dement and the Lessee shall have furnished the Trustee with an

ion of counsel to such effect. If any such impositions shall
been charged oxr levied against the Lessor or the Trustee
ctly and paid by the Lessor. or the Trustee, the lessee shall

_ burse the Lessoxr or the Trustee, as the case may be, on
pre<entation'of an invoice therefor; provided, however, that the -

ee shall not ke obliged tc reimkurse the Lessor or the
tee for any such impositicn so paid unless (a) prior to such

payment, the Lessor or the Trustee shall have oktained the
.oplrlon of either of their resgective counsel that either the

Less

cr or the Trustee was liable to pay such imposition, or (b)

unlgess the Lessee shall have approved the payment thereof.
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|In the event any reports with respect to. 1mp051t10ns are

ired tc be made on the basis of individual Units the Lessee
either make such reports in such manner as to show the
rests of the Lessor and the Trustee in such Units, if such is
ssary cr aprropriate, or will notify the Lessor and the

tee of such requirement and will make such reports in such

manpexr as shall be satisfactory to the Lessor and the Trustee.
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1In the event that, during the continuance of this Lease, the

ee becomes liable for the payment or reimkursement. of any
sitions, puxrsuant to this Section 5, such liability shall
inue, notw1thstandlng the termination of this Leasie, until
{such impositions are paid or reimbursed by the Lessee..

Section 6. Fayment for Casualty Qccurrences. In the. event

any Unit shall be cxr become worn out, lost, stolen,
royed or damaged beycnd economic repair, from any cause
scevexr, or taken or requisitioned by condemnation or
rwise. (any such occurxence being hereinafter called a

yalty Occurrence) during the term of this Lease or until such

shall have been returmed to the Lessor in the mannex
ided in Section 12 herecf, the lLessee shall, within 30 days
r it shall have determined that such Unit has suffered a

yalty Cccurrence, fully notify the Lessor and the Trustee with

ect thereto. On the rental payment date next succeeding such
ce (oxr, at the ortion of the lLessee, in the event such rental
shall occur within 15 days after such notice, . on the next

¢eeding rental payment date) the Lessee shall pay to the
$0r an amount equal to the Casualty Value {(as hereinafter
ined) of such Unit as.cf such rental rayment date in

rdance with the schedule set out kelow. Upon the making of
payment by the Lessee in respect of any Unit, the rental for
Unit shall cease to accrue as of the date of such payment %‘2%7
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the texrms of this Lease as to such Unit shall terminate. The
sor shall, upon request of the Lessee, after payment by the
see of a sum equal to the Casualty Value of any Unit, execute
deliver to or upcn the crder of the lessee a bill of sale
thout warranties) for such Unit such as will transfer to the
see such title to such Unit as the Lessor and the Trustee:

ived frcm the Manufacturer free and clear of all liens,

urity. interxests and. other encumbrances arlslng through the
sor. ox the Trustee.

The .Casualty Value of each Group A, Group B, Group C and

bup D Unit as of any rental payment date shall ke determined by
ltiplying the Cost (as defined in the Equipment Trust

reement) of such Unit by the applicakle percentage set forth
posite each rental payment date number in the following

)edule:
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cafter, the lesser. cf 16.0400% of the Cost or the Fa1r Market

e thereof immediately prior to the Casualty Occurrence, such
Market Value to be calculated in the manner provided in

ion 19 hereof. o '

Except as hereinabove in this Section 6 provided, the Lessee
1 not ke released frcm its cbligations hereunder in the event
and shall bear the risk. cf, any Casualty Occurrence to any
after delivery to and acceptance thereof ky the Lessee
under.

Section 7. Annual Rercrts. On or before Aprll 1 in each year,
encing with " the year 1974, the Lessee will furnish to the
or and the Trustee, in such number of counterparts or copies
ay reasonably ke requested an accurate statement signed by an
orized representative, (i) showing, as of the preceding
mber 31, the amount, description and numbers of all Units
‘leased hereunder and the amount, description and numbers of
Units that may have suffered a Casualty Occurrence, whether
ccident or otherwise, during the preceding calendar year (or
e the date of this Lease. in the case of the first such
ement) , and such other information regarding the condition
state of repair of the Units as the Lessor or the Trustee may
onably request, (ii) identifying the units of railway
ipment then subject to this lLease and (iii) stating that, in
case. of all Units reraired or rerainted during the period-
covered by such statement, the markings required by Section 4
of and Section 4.06 of the Equipment Trust Agreement have
presexrved or rerlaced. The Lessor shall have the right, by
| agents, but shall be under no obligation, to inspect the
its and the records of the lessee with resgect therpto at any
scnable time during continuance of this Lease. o

|on the request of the ILessor, the Lessee shall in each year
iver to each holder of Trust Certificates (as defined in the
Equipment Irust Agreement) after the end of the Lessests fiscal
year,. in such number of copies as may reasonably ke requested,
~its| annual report, including audited financial statemants of the
Lespee for the fiscal period ended, as soon as it is completed
and; is available for distribution.

| |Section 8. Disclaimer of Warranties; Compliance With Laws and
Rules: Maintenance; Indemnification. The Lessor makes no warranty
or representation, either express oxr implied, as to the design,
compliance with specifications, or condition of, or as to the
quallity of the material, equipment or workmanship in, or as to
the| suitakility, adequacy, cperation, use or performance of, the
pnits delivered to the l.essee hereunder, and the ILessor makes nc
warranty of merchantability or fitness of the Units for any
particular purpose, it being agreed that all such risks, as
betyween the Lessor and the Lessee, are to be korne ky the Lessee;
kut| the Lessoxr hereby irxrrevocably appoints and constitutes the
Lesgee its agent and attorney-in-fact during the term of this
Leage to assert and enforce from time to time, in the name of and
fcr| the account of and for the account of the Lessor ands/or the
Lesgee as their interests may appear, whatever claims and rights
the|lessor may have against the Manufacturer of the Units or of
the| components thereof. lessor shall have no responsibility or
liapility under this Lease to the Lessee or any other person with
resgect to any of the following: (i) any liakility, loss ox
damage caused or alleged to be caused directly or indirectly by
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any |[Units or by any inadequacy thereof or deficiency or defect

. therein or by any other circumstance in connection therewith;

(ii)| the.use, operation or performance of any Units or any risks
relating thereto; (iii) any interrugticn of service, loss of
business or anticipatory rrofits or consequential damages; or
(iv)| the delivery, operation, servicing, maintenance, repair,
.improvement or replacement of any Units. The Lessee's acceptance
.of delivery of the Units shall be conclusive evidence as between
the |Lessee, the Lessor and the Trustee, that all Units described
-in g Certificate of Acceptance are in all the foregocing resgects
satj:factory to the Lessee and the Lessee will not assert any
claim of any nature whatscever against the Lessor or the Trustee
dased cn any of the foregcing matters.

|The Lessor represents and warrants as follows:

, (i) At the time.cf delivery of each Unit under this

- |[Lease, the Lessor shall have such title to such Unit as is
|derived from the Manufacturer and the Trustee, unimpaired by
any act or.omission of the Lessor cx the Trustee which will
/in any manner prevent the performance of this lLease. in
accordance with its texms and, in addition, such Unit shall
Jbe free and clear of all claims, liens, security interests
and encumbrances, except those created or arising under the
Equipment Trust Agreement, which may result from claims
against the Lessor or the Trustee not arising out of the
|lease or ownership thereof which will prevent the performance
lof this lease in accordance with. its terms; and

’ - (i1) So long as the Lessee shall not be in default under
this lease, the Iessor shall not do (or suffer tc be done by
|any person claiming through or against the Lessor and not
against the Lessee.or any sublessee) any act which interferes
{with any and all rights cf the Lessee to peaceakly and
quietly hold, possess and use . the Units in accordance with
{the texms of this Lease. :

|The Lessor covenants that any sale, assignment, transfer,
morigage ox other disposition which it may make of this Lease ox
vof gny Unit, whether prior or subsequent to delivery to the
Lessee, shall be expressly subject to the terms and provisions of
thlﬁ Lease; provided, however, that this Iease shall be
subordlnated to the rights of the Trustee under the Equipment
_ Tru t Agreement but neither the Lessor ncx the Trustee shall
_ Qav the right to terminate or impair the Lessee’s possessicn or
of the property subject to this Lease so long as the Lessee
11 not ke in default under this Lease; and, subject to the
going, covenants that the Lessor has not done and will not
‘foxr suffer to be done by any person claiming through or
inst the Lessor) any act which interferes with or impairs (x)
|Llessee's possession and use in accordance with the terms of
Lease of the Units oxr (y) the title to the Units which may
ransferred or conveyed to the Lessee under the rprovisions of
ions 6 and 19 of this Lease and that any title so conveyed
11 then be free of any lien, claim, security interest or other
umbrance by or in favor of any person claiming by, through or
exr the Lessor.

The Lessor covenants and agrees not to alter, amend cr modify
{ Equipment Trust Agreement or the Assignment of Lease and

ement No. 1, pursuant to which this lease is assigned to the
tee, without the prior written consent of the Lessee.
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. The Lessee agrees, for the benefit of the lLessor and the
Trustee, to comply in all respects with all laws of the
jurigsdictions in which cperations involving any Unit subject to
this|lLease may.extend, with the Interchange Rules of the
Asso¢iation of American Railroads, if applicable, and with all
lawful xrules of any legislative, executive, administrative. or
judicial body or officer exercising any power or jurisdiction
over| any such Unit, to the extent such laws and rules affect the
. operptions. or use of such Unit; and the.lessee shall and does
hereky indemnify the Lessor and the Trustee and agrees to hold
the Iessor and the Trustee harmless from and against any and all
liability that may arise from any infringement or vioclation of
‘any such.laws or rules by the Lessor or the Lessee, or their .
employees, or any other person. In the event that such laws or
: rule -require the alteration of the Units or in case any

.equ ment or appliance on any such Unit shall ke required to be
:chan ed or replaced, or.in case any additional or other equipment
or appliance is required to ke installed on such Unit in order to
comp y with such laws, regulations, requirements and rules, the
Lessee agrees, at its own expense, to make such alterations,
ch ges, additions and rerlacements and to use, maintain and
okerate'Such Unit in full compliance with such laws, regulations,
requirements and.rules so long as such Unit. is subject to this
L%ase, pxovided, however, that the Lessee may, in good falth,
ccntiest the validity or application. of any such law. or rule in
ahy reasonable manner which does not, in the opinion of the
ﬂessor or the Trustee, adversely affect the property or rights of
the |lessor or the Trustee hereunder or. under the Equirment Trust
ﬂgreement.

|The Lessee agrees that, at its own: cost and expense, . it w111
malrtaln and keer each Unit which is subject to this lease in
gccc order and repair, reasonable wear and tear excerted.

Any and all additions to any Unit and any and all parts
.installed cn or replacements made to any Unit shall be considered
acceéssions to such Unit (except such as can ke removed without
damgge to and without impairing the originally intended function
_cr yse. of such Unit and without cost or expense to the Lessor or
the Trustee) and there shall be 1mmed1ately vested in the Lessor
and the Trustee the same interest. in such accessions, parts or
replacements as the interests of the Lessor and the Trustee in
such Unit. The Lessee may make alteraticns or modifications in
Unit so long as it does not affect the value of such Unit

any
adversely.

| The Lessee agrees to indemnify and save harmless the Lessor
and| the Trustee against any charge or claim made against the
Lessor or the Trustee and against any exrense, loss or liability
(1nuluding, but not limited to, counsel fees and exgenses, patent
.}1abllities, penalties and interest, kut excluding any liability
under Section 14 hereof) which the Lessor or the Trustee may
incur in any manner by reason of the ownership of, or which may
arlae in any manner cut cf cr as the result of the ordering,
acqxisition, purchase, use, cperation, condition, delivery,
rejection, storage or return of, any Unit while subject to this
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Léade or until no longer.in the possession cf. or stored by the

Lessee, whichever is later, and to indemnify and save harmless
the [Lessor and the Trustee against any charge, claim, expense,

.losq or liability on account of any accident.in connection with

theéoperation, use, condition, possessiocn or storage of any Unit
resulting in damage  to property or injury or death to any rerson;
groﬁldeg‘ however, that the Lessee shall not ke required to :

~indemnify the Lessor or the Trustee under this paragraph for
: negllgence on the part of the Lessor cr the Trustee. The

1ndemn1t1es arising under this paragraph shall survive payment of
all lother cbligations under this lease or the termination of this

‘Leade. Anything herein tc the contrary notwithstanding, the

Qessee shall not be obligated to indemnify under this paragraph

.in Hespect of any charge, claim, expense, loss or liability

attzibutable to a Unit which shall have Leen returned to the
jor pursuant to Secticns 10 or 12 hereof or after this Lease
respect to such Unit has otherwise terminated, pxrovided

t such charge, claim, expense, loss or liability is
gibutable to an event. cccurrlng after such Unlt was so

vided further, that such charge, claim, expense, . loss or
llaklllty does nct arise as a result of mechanical defects of
sucr Unit which existed at the time such Unit was so returned or
thls Lease with respect tc such Unit termlnated. :

iThe Lessee .agrees to prepare and dellver to the Lessor within
a reasonable time prior to the required date of £iling (or, to
the jextent permissible, file on behalf of the lessor) any and all

‘xepgrts known by the Lessee to be required to ke filed by the

ﬂescor, or requested by the lessor to be filed, with any federal,
state oxr. other regulatory authority ky reason of the. interest of
the;Trustee and the lessor in the Units or the. leasing of the
Unlts to the Lessee. :

;Sectlon 9. Default. If, during the continuance of this Lease,

.che |cx more of the following. events (herelnafter sometlmes called

Evenits of Default) shall occur:

A. default shall be made in the payment of any part of
the rental provided in Section 2 hereof and such default
shall continue for 10 days; orx

| B. the lessee shall make or permit any unauthorized
lassignment or transfer of this Lease; or

.C. default shall be made in the. cbservance orx v
|rexformance of any other of the covenants, conditions and
lagreements on the part cf the Lessee contained herein or in
the Consent (as hereinafter defined) and such default shall
continue (and the Lessee shall nct make effective provisions
1for curing such default) for 30 days after written notice to
{the Lessee specifying the default and demandlng that the sa

n me
|pe remedied; or /@
‘ |
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" De. any proceedings shall be. ccmmenced by orvagainst the

[Llessee for any relief under any kankruptcy or. 1nsolvency
laws, or laws relating to the relief of debtors, v
|readjustments of indektedness, reorganization, arrangements,
lcompositions or extensiocns (cther than a law which does not

rermit any readjustments of the obligations of the Lessee

'hereunder), unless such proceedings shall have keen .
|dismissed, nullified, stayed or ctherwise rendered
‘Jineffective (but then only so long as such stay shall -
Jlcontinue in force or such ineffectiveness shall continue),
iland all the obligaticns cf the lLessee under this Lease shall
iinot have been duly assumed in writing, pursuant to a court
Jlorder or decree, by a trustee or trustees ox receiver or
ilreceivers appointed for the lessee or for the property of the
JLLessee in connection with any such proceedings.in such manner

that such obligations shall have the same status as
obligations. incurred by such a trustee or trustees or
receiver or receivers, within 30 days after such appointment,

Jif any, or 60 days after such proceedings shall have been
jcommenced, whichever shall be. earller,

¢ in any such case, the Lessor, at its option, may.

(a) proceed by arpropriate court action orx actlons,
elther at law or in equity, to enforce performance by the

|Lessee of the apglicakle covenants of this lease or to

recover damages for the kreach thereof° or

-(h) by notice in writing toc the lessee terminate this
Iease, whereupon all right of the Lessee to the use of the
Units shall absolutely cease and determine as thkough this
Lease had never been made, but the Lessee shall remain liable
as hereinafter provided; and thereupon, the Lessor may by its

. jJagents enter upon the premises of the Lessee or other
|premises where any. of the Units may ke and take possession. of

./Jall or any of such Units and thenceforth hold, rossess and

ilenjoy the same free from any right of the Lessee, or its

successors or assigns, tc use the Units for any purposes

|whatever; but the lessor shall, nevertheless, have the right
[to xrecover from the Lessee any and all amounts which under
‘ithe terms of this lease may then be due or which may have.

accrued to the date of such termination (computing the rental
for any number of days less than a full rental reriod by
multiplying the rental fcr such full period by a fractlon of
which the numerator is such number of days and the

|dencminator is the total number of days in such full rental
lperiod), (i) as liquidated damages for loss of the bargain

and not as a penalty, a sum with respect to each Unit subject
to this Lease which rerresents the excess of (x) the present

''value at the time of such termination of the entire unpaid

balance of all rentals for such Unit which would cthexrwise
have accrued hereunder from the date of such termination to

the end of the term of this Lease as to such Unit over (y)

the then present value cf the net rentals which the Lessorg46é%1
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reasonably estimates to ke obtainable for the. lease of the
Unit during such period, such present value to be computed in
each case .on a basis of 8% per annum discount cormpounded
semi-annually from the respective dates upon which rentals
would have been payable hereunder had this Lease not been
lterminated; (ii) any damages and expenses, including
|reasonable attorneys! fees, in addition thereto which the
Lessor shall have sustained by reason of the breach. of any
| covenant -or covenants. cf this Lease other than for the
" |rayment of rental; (iii) an amount which, after deduction .of
lall taxes required to be paid by the Lessor in respect of the
|receipt thereof under the laws. of the United States or Canada
or any political subdivision thereof, shall be. equal to any
|portion of the percentage of investment credit (hereinafter
called the “Investment Credit"), allowed ky Section 38 and
related sections of the Internal Revenue Code of 1954, as
amended (hereinafter called the Code), which was lost, not
claimed, not available for claim, disallowed or recaptured. in
respect of a Group A ¢r Group C Unit, by or frcm the Lessor
las a result of the breach of one or more of the : ,
'|representations, warranties and covenants made by the Lessee
|in Section 14 hereof or any other provision of the Lease, the
|termination. of this Lease, the Lessor's loss of the right to
use such Group A or Group C Unit, any action or.imnaction by
. |the Lessor oxr the sale. cr other disrosition of the Lessor'’s
{interest in any Group A or Group C Unit after the occurrence
|of an Event of Default and (iv) an amount which after
|deduction of all taxes required to ke paid by the Lessor in
‘xespect of the receipt thereof under the laws of the United
|States or Canada or any political subdivision thereof, such
sum as, in the reasonable opinion of the Lessor, will cause
the Lessor's net return under this ILease to be equal to the
net return that would have been available to the Lessor if it
had keen entitled tc utilization of all or such portion of
(the maximum depreciation deduction authorized with respect to
a Unit under Section 167 of the Code utilizing the "lower limit!"
|of the "asset depreciation range" of 12 years for group A and group c
units and the "asset guideline perlod" of 15 years for grougp
B and groug D units prescribed in accordance with Section
{167 (m) of said Code, for an asset described in Asset
Guideline Class No. 00.25 as descriked in Revenue Procedure
72-10, 1972 IRB 8 (hereinafter called the Depreciation
jDeduction) , which was lost, not claimed, not available for
claim, disallowed or recartured in respect of a Unit as a
|result of a breach of one or more of the representations,
|warranties and covenants made by the lessor in Section 14 orx
any other provision of this Lease, the termination of this
lease, the lLessor's. lcss of the right to use such Unit any
|action oxr inaction by the Lesscr or the sale or other
disposition of the Lessor's interest in such Unit after the
joccurrence of an Event of Default. Notw1thstandlng anything
|to the contrary contained in this clause (L), it is
understood and agreed that the Lessee shall receive a credit
in respect of the amcunts payable or paid pursuant to
|sukclause (i) of this clause (b) equal toc any net proceeds
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' received by the Lessor upon the sale or the releasing of the
!  pPnits to the extent that such net proceeds as actually '
received exceed the amount payable or paid pursuant to the
Fald sub—clause (i).

any default in the observance or performance of any covenant, -
condition or agreement on the part of the Lessee which results
solelly in the loss by the Lessor of, or the loss by the Lessor of
the right to claim, or the disallowance with:respect to the

Less r of, all or any portion of the above-mentioned deductions, -
credlts or other benefits, shall be, for all purposes of this
Lease, deemed to be cured if the lLessee shall, on or before the
next rental payment date after written notice from the Lessor of
the,loss, or the loss of the right to claim, or the disallowance
of such deductions, credits or other benefits in respect of such
Unitl, agree to pay to the Lessor the revised rental rate in

ct of such Unlts determlned as prov;ded in the second

fEnythlng in this Section 9 to the contrary notW1thstand1ng.

The - remedles in this ILease’ prOV1ded in favor of the Lessor
" shalll not be deemed exclusive but shall be cumulative, and shall

b@ addition to all other remedies in its favor existing at law
or equity. The Lessee hereby waives any mandatory

re irements of law, now or hereafter in effect, which might

Lim or modlfy the remedies herein provided, to the extent that

suc ‘waiver is permitted by law. The Lessee hereby waives any
and all existing or future claims to any offset against the

rgn al payments due hereunder, and agrees to make rental payments
reggrdless of any offset or claim which may be asserted by the
Les:ee or on its behalf. :

The : fallure of the Lessor to exercise the rights granted it
hergunder upon any occurrence of any of the contingencies set
forth herein shall not constitute a waiver of any such right upon
the |continuation or recurrence of any such cont1ngenc1es or
s1mmlar contlnqen01es.» :

|Ssection 10. Return of Units Upon Default. If the lLease shall
terqlnate pursuant to Section 9 hereof, the Lessee shall
fortthwith deliver possession of the Units to the lLessor. For the
purpose of delivering possession of any Unit or Units to the
Lesgor as above required, the Lessee shall at 1ts own cost,
expense and rlsk° : _ :

| A. forthwith place such Units upon such storage tracks
|of the Lessee as the Lessor may reasonably designate,

B. permit the Lessor to store such Units on such tracks
at the risk of the Lessee until the earlier of the date all
such Units have been sold, leased or otherwise disiposed of by
'the Lessor and the 270th day from the day the Lessee shall

have placed the Units on such storage tracks, and
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C. transport the same to any place on the tracks of the
ssee or any of its affiliates or to any connecting carrler
Eoxr shlpment, all as directed by the Lessor.

The - ssembllng, delivery, storage and transportlng of the Units"

~as hereinbefore provided shall be at the expense and risk of the

Lessee and are of the essence of this Lease, and upon application :
to y court of equity having jurisdiction in the premises the
Lessor shall be entitled to a decree against the lessee- requlrlng
speC1f1c pexformance of the covenants of the Lessee so to- B
ass le, deliver, store and transport the Units. During any

sto age period, the Lessee will permit the Lessor or any person
des gnated by it,’ including the authorized representative or

.rep esentatives of any prospective purchaser of any Unit, to

1pspect the same"grov1ded, however, that the Lessee shall not be
li hle, except in the case of negllgence ‘of the lessee or of its
employees or agents, for any injury to, or the death of, ‘any
person exercising, either on behalf of the Lessor or any

pro pective - purchaser, the rlghts of 1nspectlon granted under

thi sentence.

r the foregoing provisions of this Section 10, the Lessee

y irrevocably appoints the Lessor as the agent and attorney
of Yhe Lessee, with full power and authority, at any time while
the lessee is obligated to deliver possession of any Unit to the
Les,or, to demand and take possession of such Unit in the name
4nd on behalf of the Lessee from whomsoever shall be at the time
in osgsession of such Unit. In connection therewith the Lessee
W11 supply the lLessor w1th such documents as the Lessior may
rearonably request. S _ C :

éwlthout in any way 11m1t1nq the obllgatlon of the Lessee
b

ISectlon 1. Ass1gnment; Possession and Use. This Lease and
the |rentals and other sums due hereunder shall be assignable in
whole or in part by the Lessor without the consent of the Lessee,
bhut|the Lessee shall be under no obligation to any assignee of
the |Lessor except upon written notice of such assignment from the
Lessor. All the rights of the Lessor hereunder shall inure to

'~ the |benefit of any beneficiary of the Lessor if the Lessor is a

trugt, sub]ect, however to the terms of such trust, and to the
sor's a551gns (1nclud1ng any benef1c1ary of any such a331gnee
uch ass1gnee is a trust).

'SO long as the Lessee shall not be in default: under thlS

e, the Lessee shall be entitled to the possession and use of
junits in accordance with the terms of this Lease, but, ‘
out the prior written consent of the Lessor, the lLessee shall
jassign or transfer its leasehold interest under this lLease in
Units or any of.them (except to the extent that the -

visions of any mortgage now or hereafter created on any of the
s of railroad of the Lessee may subject the Lessee's :
ehold interest to the lien thereof). In addition, the
Lessee, at its own expense, will promptly cause to be duly .
dlsoharged any lien, charge, security interest or other
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e may subject the Lessee's leasehold interest to the lien.
thereof) which may at any time be imposed on or with respect to-
any Unit including any accession thereto or the interests of the
r, the Trustee or Lessee therein. - The Lessee shall not,

lines of rallroad over which the Lessee or such cther
ration has trackage or other operatlng rlghts or over whlch

larly operated pursuant to contract, and also to permit the
use’(of the Units upon other railroads in the usual interchange of
trafific (if ‘such interchange is customary at the time), but only
upon and subject to all the terms and condltlons of thlS Lease
andithe Equlpment Trust Agreement.

: 'Nothlng in this Section 11 shall be deemed to restrict the
‘right of the Lessee (i) to assign or transfer its leasehold
1nterest under this Lease in the Units or possession of the Units
to any corporation incorporated under the laws of Canada (which
shakl have duly assumed the cbligations of the Lessee hereunder)
into or with which the Lessee shall have become amalgamated, '
merged or consolidated or which shall have acquired the property
of the Lessee as an entirety or substantlally as an entirety; or
{(ii) to sublease any Unit to any subsidiary or affiliated
éor;oratlons of the Lessee; provided, however, that the rights of
suc% sublessee ‘are made expressly subordinate to the rights and
remedles of the Trustee under the Equlpment Trust Agreement and
the|Lessor under this Lease.

| | The Lessor shall have the right to declare the lease prov1ded
for| herein terminated in case of any unauthorlzed assignment or
transfer of the Lease. _

Section 12. Return of Units Upon Termination of ‘Texrm. As

so as practicable on or r after the termination of this Lease as
to' ny or all of the Units, the Lessee will (unless the Units

sha 1 have suffered a Casualty Occurence), at its own cost and
exp nse, at the request of the Lessor, assemble such Units and.
deliver possession of such Units to the lLessor upon such storage-
Fra ks of the Lessee as the lessor may reasonably designate and
per it the Lessor to store such Unit on such tracks for a period

not| exceeding three months and transport the same, at any time /




within such three-month period, to any reasonable place on the

lines of railroad operated by the Lessee or to any connecting -

carrfier for shipment, all as directed by the lLessor upon not less

than| 30 days*' written notice to the Lessee; the movement and

storpge of the Units to be at the expense and risk of the Lessee.

During any such storage period the Lessee will permit‘the-Lessor
y person designated by it, 1nclud1ng the authorized

‘or of_xts employees or_agents, for any injury to, or the
of, any person exercising, either on behalf~of the Lessor
y prospective purchaser, the rights of inspection granted
th1s sentence. The assembllng, dellvery, storage and’

y'4 hav1ng jurisdiction in the premises, the lLessor shall be
tled to a decree against- the Lessee requiring specific

del ver, store and transport the Units. If any Unit shall have
ered a Casualty Occurrence, the Lessee shall thereupon assume
and hold the Lessor harmless from all liability arlslnq in
respect of any responsibility of ownership thereof. - Each Unit
returned to Lessor pursuant to this Section (other than a Unit:
Whlch has suffered a Casualty Occurrence) shall (i) be in the

same operating order, repair and condition as when originally
delzvered to the Lessee, reasonable wear and tear excepted and -
011) meet the standards then in effect under the interchange
rules of the Association of American Railroads and the United

‘Statles Federal Railroad Admlnlstratlon if appl1cab1e and the

Canadlan Transport Comm1881on.

: Isection 13. Opinion of Counsel for the Lessee. ‘on each
Cloging Date as defined in n the Manufacturlng Agreement for Units
subject to this Lease, the Lessee will deliver to the Lessor and
the|Trustee the written opinion of counsel for the Lessee, in
suc} numbexr of counterparts as may. reasonably be requested, and
addxessed to the Lessor and the Trustee, in scope and substance
satﬂsfactory to them and their counsel, to the effect that:

"A. the Lessee is a corporat1on legally lncorporated and
validly existing in good standing, under the laws of Canada,
lwith full corporate power to enter into this lLease, the
consent and agreement executed by the lessee (hereinafter
jcalled the Consent) to the assignment of this Lease to the
Trustee as of the date hereof (herelnafter called the
Assignment) ;

B. this lease and the Consent have been duly
{aathorized, executed and delivered by the Lessee and -
constitute valid, legal and binding agreements, enforceable
{in accordance with their terms; /
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‘'Ce upon deposit of the Equipment Trust Agreement, this
Ilease and the Assignment -  (including the Consent) in the :
ffice of the Registrar General of Canada and publication of
otice of such deposit in the Canada Gazette in accordance
ith Section 86 of the Railway Act of Canada, no further act,v
filing, recordzng or deposit (or giving of notice) is

quired in order fully to protect in Canada or any Province
r Territory thereof the rights of the Lessor under this
ase against any and all subsequent purchasers or mortgagees
from the Lessee and/or from creditors of the Lessee- '

D

D. no approval is required from any- publlc regulatory _
dy with respect to the entering into or performance of this
ase or the Consent, or all such approvals (which shall be
peclflcally described) have been obtalned° and o

E. the enterlng into and performance of this Lease and
e Consent will not result in any breach of, or constitute a
‘default under, any indenture, mortgage, deed of trust, bank
oan or credit agreement-or~other agreement or instrument to
hich the Lessee is a party or by which it may be bound or
fcontravene any prov151on of law, statute, rule oxr regulatlon
o which the Lessee is subject or any judgment, decree,
ranchise, order or permit applicable to the Lessee.

The Lessee also agrees to furnish to the Lessor and the
ee a copy, certified by the Secretary or an Assistant -
tary of the Lessee, of resolutions of the Board of Directors
e Lessee authorizing the Lessee to enter into thlS Lease and

The Lessor. agrees to furnish to the Lessee signed coples,
addgessed to the- Lessee, of the opinion of counsel referred to in

add‘tlon state that the Lessor is a state banking corporation
org nized, validly existing and in good standing, under the laws
e State of Utah with full corporate power to enter into this
ge, the Manufacturing Agreement, the Equipment Trust Agreement .
and |the Assignment, and of the opinion of counsel for the
Manufacturer referred to 1n paragraph 3. ou (d) of the Equipment
Trust Agreement. o '

Sectlon 14, Indemnitg ig Respect of Tax Matters. This Lease, -
thequulpment Trust Agreement and the Manufacturing Agreement

hav been entered into on the basis that the Lessor shall be

ent tled to such deductions, credits and other benefits as are
proyvided by the Internal Revenue Code of 1954, as amended to the .
date hereof (hereinafter called the Code) to an owner of property
1nc uding (without limitation), an allowance for the Depreciation
Ded ction (as defined in Section 9 of this Lease) and the
Invustment Tax Credit (as defined in Section 9 of the Lease).

|wWith respect to any Unit, if (other than for the reasons set
forth below) the Lessor shall lose or shall not have or shall

&

4

4
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lose| the right to claim, or if (other than ¥or the reasons set
forth below) there shall be disallowed with respect to the

, Lesspr, all or any portion of, the Investment Credit (with

; resp ‘only to the Group A and Group C Units) or the’ '

: Deprieciation Deduction with respect to a Unit in computing

' taxable income under one of the accelerated methcds of

' depreciation provided in Section 167(b) of the Code for the

f period this Lease is in effect, then, after written notice

| ~ thereof to the Lessee by the Lessor, the rental rate applicable
to such Unit set forth in Section 2 of this Lease shall be

eased by an amount for such Unit which, in  the reasonable
plnlon of the Lessor, will cause the Iessor®s net return in
‘Yesgect of such Unit under this lLease to equal the net return
tpat would have been available if the lessor had been entitled to
ut111zat1on of all or such portion: of the Investment Credit (with
'qespect to a Group A oxr Group C Unit) or Depreciation Deduction
whidh was not claimed or was disallowed and the Lessee: shall -
forthwith pay to the lLessor as additional rental the amount of
any'lnterest'or penalty which may be assessed by the United
states against the Lessor attributable to the loss of all or any
portlon of the Investment Credit (in the case of a Group A orx
q:oqp C Unit) or Depreciation Deduction, provided, however, that
sucl rental rate shall not be so increased if the Lessor shall
have lost, or shall not have or shall have lost the right to
, cla im, or if there shall have been disallowed with resipect to the
. Les or all or any portion of, the Investment Credit (in the case
of a Group A or Group C Unit) or Depreciation Deduction with
respect to such Unit as a dlrect result of the occurrence of any
of the - follow1ng events-"

i- (1) a Casualty Occurrence Wlth respect to such Unit, 1f
{the Lessee shall have paid to the Lessor the amounts
;stlpulated under Section 6 hereof;

: (ii) a voluntary transfer by the Lessor (other than as
contemplated by the Equipment Trust Agreement) of legal title
|to such Unit, the disposition by the Lessor: of any interest
|in such Unit or the reduction by the Lessor of its interest
| in the rentals from such Unit under the Lease, unless, in
1each case, an Event of Default shall have occurred and be
| continuing; :

: (111) the amendment of the: Equlpment Trust Agreement
; w1thout the prior wrltten consent of the Lessee,

’ {(iv) the’fallure of the Lessor to claim the Investment
Ccredit (with respect to a Group A or Group C Unit) or - ‘
| Depreciation Deduction in its income tax return for the
appropriate year or the failure of the Lessor to follow
proper procedure in claiming the Investment Credit (with
respect to a Group A or Group C Unit) or Depreciation
Deduction with respect to such Unit; or
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(v) the failure of the Lessor to have sufficient
liability for the tax'agalnst which to0 credit such Investment
Credit or sufficient income to- beneflt from the Depreclatlon
Deductlon, as applicable.

The Lessor agrees that if, in the opin1on of its or the
Lesgee's independent tax counsel (herein referred to as Counsel),
a bpna fide claim to all or a portion of the Investment Credit on
any Group A or Group C Unit or a bona fide claim to all or a
portion of the Depreciation Deduction on any Unit, exists in
respect of which the Lessee is required to pay increased rental
and interest and/or penalty as aforesaid to the Lessor as above
prov1ded, the Lessor shall, upon request and at the expense of
the|Lessee, take all such. legal or other appropriate action .
de ed reasonable by Counsel in order to sustain such claim. The
Les or may take such action prior to making payment of the .
am nts claimed pursuant to a notice of disallowance or make such
payment and then sue for a refund. 1In the latter event, if the
rln 1 determination shall be adverse to the Lessor, the Lessee
shall pay to the Lessor interest on the amount of the tax paid
attributable to the Depreciation Deduction and/or Investment
qre‘it~disallowed; at the rate of 8% per annum, from {he date of
payment of such tax to the date the Lessee shall reimburse the
Lessor for such tax in accordance with the provisions of this
Section 14. The Lessor shall not be obligated to take any such
leg 1 or other appropriate action unless the Lessee shall f1rst
hav ‘agreed in writing to indemnify the Lessor for all

11a ilities and expenses which may be entailed therein and shall
Qav ‘furnished the lLessor with such reasonable securlty therefor

- as nay be requested.

v 1If any Canadian governmental authority, Domlnlon or
Prov1nc1al, shall withhold or cause to be withheld from any
-rental payment made under Section 2 of this Lease or any
add:tional rental payment under this Section 14 any amounts in
resgect of taxes, the Lessee will, 'on the rental payment date
_when such rental payment is made, pay to the Lessor as additional
rential a sum sufficient to permit payment of an amount equivalent
to the amount due w1thout regard to any such witholding.

§The Lessee's agreement to pay any sums which may. bec0me
aygble pursuant to this Section 14 shall surv1ve the explratlon
r gther termination of this Lease.,

0

- |{The Lessee represents and warrants that (1) none of the Group
A og Group C Units constitutes property the construction,
‘recagnstruction or erection of which was begun before April 1,
1971; (ii) at the time the Lessor becomes the owner of the Group
A on Group C Units, such units will constitute "new section 38
property“ within the meaning of Section 48(b) of the Code and at
the time the Lessor becomes the owner of all Units, the Units
W111 not have been used by any person so as to preclude “the
'orlganal use of such property" within the meanlng of Section
uB(b) and 167(c) (2) of the Code from commencing with the Lessor
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and| (iii) at all times during the term of this Lease, each Group
A .and € Unit will constitute "section 38 property“ w1th1n the -
- meaning of Section 48(a) of the COde.

| Section 15. Recording; Expenses. Prior to the delivery and
acceptance of any Unit, the lessor will, at its own expense,
cause the Equipment Trust Agreement, Lease and the Assignment
{(in ludlng the Consent) to be filed and recorded with the
Interstate Commerce Commission in accordance with Section 20c of
the |Interstate Commerce Act and deposited with the Registrar
General of Canada (notice of such deposit to be forthwith - -

thereafter given in the Canada Gazette) pursuant to Section 86 of

the |Railway Act of Canada. The Lessor will also cause the Lease
to he filed and recorded pursuant to the Uniform Commercial cCode
of the State of Utah. The Lessor will, at its own expense, from
time to time, do and perform any other act and will execute,

ac owledge, deliver, file, register, record and deposiit ' (and
will refile, reregister, rerecord or redeposit whenever required)
any land all further instruments required by law and reasonably
requested by the Trustee, for the purpose of proper protection,
to the' satisfaction of the Trustee, of the Lessor's and the
Trustee's respective interests in the Units, or for the purpose
of darrying out the intention of this Lease, the Assignment, the
Con nt and the Equipment Trust Agreement. The Lessor will

pr ptly furnish to the Trustee evidence of all such filing,

~ regilstering, recording, depositing, ref111ng, rereglsterlng,_
rer ording and/or re-depositing and an opinion or opinions of
coun el with respect thereto satxsfactory to the Lessor and the

Trus ee.

: The Lessor will pay the reasonable costs and expenses
1nv01ved in the ‘preparation and printing of this Lease and the
fees and disbursements of any counsel which it may retain, unless
such costs, expenses, fees and disbursements are paid by some
other person. The Lessee will bear the fees and dlsbursements of
any counsel which it may retain.

- Bection 16. Interest on Overdue Rentals. Anyth1ng to the
contﬂary herein contained notw1thstand1ng, any nonpayment of
rent 1s and other obligations due hereunder shall result in the
ohl1 ation on the part of the lessee promptly to pay also an
amount equal to 9% per annum of the overdue rentals for the
per1 d of time during which they are overdue.

ection 17. Texrmination. In the event that all of the Uhlts

shal have been excluded from this Lease as provided in Section 1

here £, this Lease shall terminate and, except as othexrwise
expr ssly provided in the Lease, the rights and obligations
hereunder of the parties hereto shall cease and determine as 1f
the Lease had never been made.

Section 18. Addltlonal Payments by Lessee. In addition to
the rentals specified in Section 2 hereof:

gf) The Lessee agrees to pay to the Lessor promptly amounts
equa to any rental payments which may become payable Ly the
Lessgr to the Trustee under Section 4.04(1) of the Equzpment

|
Trusy Agreement in respect of (1) any exrenses 1ncurred in
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connection with any purchase, sale or redemption by the Trustee
of |Investments (as defined in the Equipment Trust Agreement),
whilch are made by the Trustee on the written or telegraphic
request of the Lessee or otherwise required by the provisions of
Secition 8.04 of the Equipment Trust Agreement if such request is
notl made by the Lessee, and (ii) any loss of principal (1nc1ud1ng
Fn erest accrued thereon at the time of purchase) incurred 1n
connection therew1th. :

o (b) It is understood and agreed that the Trustee is
oblliigated under the last paragraph of Section 8.04 of the
Equlpment Trust Agreement to pay to the Lessee any interest ‘in

excess of accrued interest paid from Deposited Cash (held under the

Equlpment Trust Agreement at the time of purchase) or other
proflt which may be realized from any sale or redemption of
Investments.

ASectlon 19. Purchase and Renewal OQtlons. Prov1ded that this
e has not been earlier termlnated and the Lessee is not in

wade on May 1 and November 1 in each year of the applicable
extended term or (b) to purchase some or all, the Units covered -
by this Lease at the end of such term of this Lease for a
purchase price equal to the "Fair Market Value" of such Units as
of the end of such term.

Fair Market Value shall be determined on the basis of, and .
shall be equal in amount to, the value which would obtain in an
arm's-length transaction between an informed and willlng buyer-
qser (other than (i) a lessee currently in possession or (ii) a
ueed equlppent dealer) and an informed and willing seller under
no compulsion to sell and, in such determination, costs of
remgval from the location of current use shall not be a deduction

f&om such value.

.
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Fair|Rental Value shall be determined on the basis of, -and shall
be equal in amount to, the value which would obtain in an arm®s-"
length transaction between an informed and willing lessee-user .
(other than a lessee-user currently in possession) and an
infotmed and willing lessor under no compulsion to lease and, in
such determination, costs of removal from the location of current
use Fhall not be a deductlon from such value. ' :

If on or before four months prior to the: expiratlom of the
term| of this Lease, the Lessor and the Lessee are unable to agree
upon| a determination of the Fair Market Value or the Fair Rental
value of the relevant Units, such value shall be determined in
' accordance with the foregoing definition by a qualified
ndependent Appralser. The term Appraiser shall mean such :
ndependent appraiser as the Lessor and the Lessee may mutually
gree upon, Or fa111ng such agreement, a panel of three a
1nd endent appraisers, one of whom shall be selected by the )
Les r, the second by the lessee and the third designated by the
flrs two so selected. The appraiser shall be instructed to make
spch determination within a period of 30 days following
appc1ntment, and shall promptly communicate such determination in
wrltlngvto the lessor and the lLessee. The determination so made
sha 1 be conclusively binding upon both lLessor and Lessee. The
expenses and fee of the Appraiser shall be borne equa]ly by the
ﬂes or and the Lessee. Upon payment of the purchase price, the
_Les or shall upon request of the Lessee execute and deliver to
: Les ee, or to the Lessee's assignee or nominee, a bill of sale

' (w1thout warranties) for such Unit such as will transfer to the
ﬁesaee such title to such Unit as the lLessor and the Trustee
Qeered from the Manufacturer free and clear of all liens,
security interests and other encumbrances arlslng through the
Lessor or the Trustee. :

Qg

,Sectlon 20.. Mileage Allowance; Subrogation_ Further
Ass rance. Prov1ded the Lessee is not in default hereunder, the

age allowances or other moneys: received by the Lesssor shall
be forthwith remitted to the Lessee, and (ii) the proceeds of any
cla:m or right of the lLessor or the Lessee against third persons
for injury, damage or loss with respect to any Unit or the use or
‘ operatlon thereof, including settlements pursuant to the rules of
the Association of American Railroads, and the Iessee shall be
sub:ogated to the extent of the lLessee's interest to all the.
Leiior's rights of recovery therefor against any other person, -
fi oxr corporation. The Lessor hereby authorizes the Lessee to
make settlement of, receive payment and receipt for any and all
such claims on behalf of the lLessor, and the Lessor agrees to
exevute and deliver from time to time such instruments and do
such other acts and things as may be necessary or appropriate
more fully to evidence the Lessee's authority and/or to vest in
the|Lessee such proceeds to the extent of the Lessee's interest

M
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in or to effect such subrogation; and in the event of any
damage or destruction in respect of which the Lessee is

-entitled to proceeds or subrogation as aforesaid, the Lessor-

- shall refrain from doing any act or executing any instrument

which would prejudice the rlght of the Lessee to such proceeds or
h subrogatlon.

e Lessee covenants and agrees from time to time at its

se to do all acts and execute all such instruments of

er assurance as it shall be reasonably requested hy the

to do or execute for the purpose of fully carryLng out and
uatlng thzs Lease and the 1ntent hereof.

‘ectlon 21. Execution. Although thls Lease is dated as of
er 1, 1972 for convenience, the actual date or dates of
ion hereof by the partles hereto is or are, respectively, -
, ate or dates stated in the acknowledgments hereto annexed.

Section 22. Law Governing. The terms of this Lease and all

rights and obllgatlons hereunder shall be governed by ‘the laws of
the ate of Utah; provided, however, that the parties shall be

ed to all rights conferred by Section 20c of the Interstate
rce Act of the United States, the applicable recording laws
ada and of the Provinces or Territories thereof and such
ional rights arising out of the filing, recording or

d iting hereof and of any assignment hereof or out of the

m ing on the Units as shall be conferred by the laws of the
several jurisdictions in which this Agreement or any assignment
h

m

ereof shall be filed, recorded or deposited or in which any Unit
ayire located.

Section 23. Notices. Any notice required or permitted to be
given by either party hereto to the other shall be deemed to have
been given when deposited in the United States or cCanadian
zeg?stered mails, f1rst-class postage prepald, addressed as
follows:

If to the Lessor, P.O. Box 149, Salt Lake Clty, Utah
84110,

‘ If to the Lessee, P.O. Box 8100, Montreal 101, Quebec,
/Canada, attention of the Treasurer;

or j3ddressed to either party at such other address as such party
sha%l hereafter furnish to the other party in writing.

|section 24. Definitions. If and so long as this Lease is
jgned to tlie Trustee (or any successox thereto) for collateral
oS es, wherever the term "Lessor® is used in this lLease it
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certailn provisions shall not be construed to mean that the '
Trustde (and any successors thereto) is not entitled to the i
jts of other provisions where only the lessor is named or -
where,only the Trustee, as the case may be, is named.

' S¢ction 25. Severability. Any provision of this Lease which
1s]pr«h1b1ted or unenforceable in any jurisdiction shall, as to

such urlsdlctlon, be 1neffective to the extent of such
rema

[
unenf
rendiﬂ

rceability in any jurisdiction shall not invalidate or
unenforceable such provision in any other jurisdiction.

his Lease exclusively and completely states the rights of
the Lpssor and the Lessee with respect to the Units and

super edes all other agreements, oral or written, with respect to
the U its. No variation or modlflcatlon of this Lease and no

Section 26. No Recourse. No recourse shall be had in respect
iy obligation due under this Lease, or referred to herein,

gferees, as such, of the Lessor if the Lessor is acting in an
or nominee capacity, or against any beneficiaries, as

in respect of which the Lessor may be acting as trustee,

er by virtue of any constitutional provision, statute or

~ Counterpart Execution. This Lease may be executed in
ral counterparts, but the counterpart delivered to the Trustee
1 be deermed to be the original counterpart. ' é{
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_IN WITNESS WHEREOF, the Lessor and the Lessee, each pursuant
to ue ‘corporate authority, have caused this instrument to be
sigrniled in their respective corporate names by duly authorized
officers and their respective corporate seals to be hereunto
- affixed and duly attested, all as of the date fll‘St above

wrlt ten.

FIRST SECURITY STATE BANK,
Owner-Trustee

by .

nconTmonATE SEAL]

: VICE PRESIDENY
[ CORPORATE SEAL] :
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OF SALT LAKE

o n this day of : ¢ 1972, before me personally
appeared s to me personally
known, who, being by me duly sworn, says that he is :
of FIRST SECURITY STATE BANK, that cne of the
seals affixed to the foregoing instrument is the corporate seal
of the said banking corporation, that said instrument was signed
and aled on behalf of said banking corporation by authority of
-iﬁs ard of Directors, and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said
bénkLng corporatlon. 2

- My cpmmission expires

Notary Public o

[ NOTARIAL SEAL]

PROVINCE OF QUEBEC
. : SSes
CITY OF MONTREAL -

lon this }}v& day of NMQW\&\Q( ¢« 1972, before me personally
app ared L. A. FULLE s to me personally o
- known, who, being by me duly sworn, says that he is the
ASSISTANT SECRETAROf CANADIAN NATIONAL RAYLWAY COMPANY, that one of
the|seals affixed to the foregoing instrument is the corporate
§eal of the said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
#orvg01ng instrument was the free act and deed of said

corporation.

|
’ \__,,—/Nﬁféry Publlc ’:
©

My lcommission is for life.

|

[NOTARIAL SEAL ]
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o Type and Speciﬁcéﬁons\

P— 52, 8”’ loo-ton box ... . . e . - —— - P _....,. .-
$4,468,030.00 v(Canadian)

cars, 10’ sliding doors

52’8, 70-ton box
cars, 18’ double doors

52°8”, 70-ton box

cars, 18’ double doors -

52°8”, 100-ton box
cars, 18’ double doors

1

e

et

Group B and D Units k

R —

’,$5’,91’7‘,’,’230.oo (Canadian)
2,752,387.40 (Canadian)

1,000,838.50 (Canadian)

‘ SCHEDULE I Lease
\
\ Group A and C Umts

. _ .
“y Identifying N
' Numbers (both
! _Inclusive)

CN 5 417000—417249

CN 557000-557299

CN 557300-557439

s

© CN 415000415049

y



'\HSCHE'DULE II — Lease

: Petcentage of Percentage of Percentage of Percentage of
\ : : . : Cost* of Cost* of - Cost* of Cost* of
f Group A Units Group B Units Group C Units Group D Units

Daily Lease Rate .............. .02222%

Basic Lease Rate .............. 4.20117%

*as defined in Equipment Trust Agreement




LEASE OF EQUIPMENT NO. 1

between

FIRST SECURITY STATE BANK, Osner-Trustee
“and

CANADIAN NATIONAL RAILWAY COMPANY

- Dated as -of November 1, 1972




- _IEASE OF EQUIPMENT, dated as of November 1, 1972, between
FIRST SECURITY STATE BANK, a state banking corporaticn organized
undenr the laws cf the State of Utah, as Cwner-Trustee
(hereinafter called the Lesscr) under Owner Trust Agreement No. 1
dated as of November 1, 1972 with George Eccles (hereinafter
'calleéd the Beneficiary), and CANADIAN NATIONAL RAILWAY COMPANY, a
ccrpgration duly. incorporated under the. laws of Canada
(hex¢inafter called the lessee).

I HEREAS, the Lessor, National Steel Car Corporation, Limited
(her inafter called the Manufacturer) and the Lessee have entered
.1nto a Manufacturing Agreement dated as. of November 1, 1972
(her inafter called the Manufacturing Agreement), wherein the
Manufacturer has agreed to construct, sell and deliver the

rail ocad. equipment descriked. in Schedule I hereto; and

HEREAS, the Lessor has entered into Equipment Trust
AgreementvNo. 1 dated as of November 1, 1972 (hereinaft.er called
Equlpment Trust Agreement) with First Security Bank cof Utah,

N A., as Trustee (hereinafter called the Trustee), under which
tpe lessor has agreed to cause the Manufacturer to sell, assign.
and transfer to the Trustee title to all such units of railroad
- equipment delivered and accepted on or prior to December 31, 1972
.of an aggregate cost. of ur tc $2,000,000 (U.S.) and settled for
cn ox prior to Agpril 30, 1973 under the Manufacturing Agreement
apd.hnder which such title to the Units will ke reserved to the
Trustee until the Lesscr fulfills its obligations under the
Egui cment Trust Agreement (such units descriked in Schedule A
hereto teing hereinafter called the Grour A Units, the Group B
Units, the Group C Units and the Group D Units respectively, as
the case may be, and all such Units keing hereinafter
collectively called the Units), and under which the Trustee has
a?reed to lease all the Units to the Lessor;

i | WHEREAS, the Lessee desires to lease from the lessor such
Gxoufg B Units as are delivered and accepted on or prior to
Cecember 31, 1972, and settled for cn or prior to April 30, 1973,
.under the Manufacturing Agreement up to an aggregate cost
$b,000 000 (U.S.), the Group B Units covered hereby being
described specifically in Suprlement Nc. 1 hereto, at the rentals.

and for the terms and upon the conditions hereinafter provided;

Now, THEREFORE, in consideration of the premises and of the
-qentals toc be paid and the ccvenants hereinafter mentioned to be
kertl and performed by the Lessee, the Lessor hereky leases the
Uplts to the Lessee upon the following terms and conditions, but,
.up0n default of the lLessee hereunder, sukject and subordinate to.
all the rights and remedies cf the Trustee under the Equlpment
Trugdt Agreement.

, |Section 1. Delivery and Acceptance of Units. The Lessor will
cauge each Unit accepted pursuant to the Manufacturing Agreement
to Bhe tendered to the Lessee at such point or points as may ke
mutyally acceptable to the Lessoxr and the Lessee. Immediately
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~ugon| such tender, the lessee will cause its authorized inspectors
or representatives to. insgect the same, and if such Unit is found
tc bg in gocod operating order and repair, to accept delivery of
such| Unit and to execute and deliver to the Lessor a certificate
.of arceptance (hereinafter called a Certificate of Acceptance)
ifying as to the actual date of acceptance of delivery by the
e; whereupon such Unit shall be deemed to have been
ered to and accepted by the Lessee under this Lease and

be subject thereafter to all the terms and conditions of
Lease and such Cerxtificate of Acceptance shall be absolutely
ing. ugcn the lessee. Any Unit or Units excluded from the
ment Trust Agreement rursuant to Section 3.01 thereof shall
ise be excluded from this lease. Any such Units s0 excluded
the Equipment Trust Agreement and from this Lease shall, if
Units are delivered, accerted and settled for on or prior to
30, 1973, under the Manufacturing Agreement, ke leased by
essee from the Lessor pursuant to lLeases of Equipment No. 2
0. 3 dated as of November 1, 1972, between the lessor and
essee.

jSection 2. Rentals. The Iessee agrees to pay to the Lessor,
) uch coin or currency of the United States of America as, at
the [time payable, shall ke legal tender for the payment of public
-and lprivate debts, as rental for each Unit subject to this Lease,
up consecutive .semi-annual payments payakle on the Pusiness Day
(as jdefined in the Equipment Trust Agreement) next preceding May
and Novembexr 1.0f each year commencing May 1, 1973. 1In respect
of each Unit subject to this Lease (a) the flrst such semi-annual
annent shall be an amcunt equal to (i) the daily lease rate
therefor set forth in Schedule II multiplied by the Cost of such
Unity for each day elagpsed frcm and including the date such Unit
is dettled for under the Equipment Trust Agreement and the
Manufacturing Agreement to May 1, 1973 and (ii) the kasic lease
rate therefor set forth in Schedule II multiplied by the Cost of
euch Unlt, and (b) the next such 39 semi-annual payments shall
eacll be in an amount equal to the basic lease rate therefor set
ﬁorth.in Schedule II multiplied by the Cost of such Unit.

‘ A1l rental and other payments provided for.in this Lease to
be nade to the Lessor shall be made to the ILessor by the deposit
cf fhe funds to the account of the Lessor at the branch of such
bank or trust company as shall be from time to time spe01f1ed in
wrltlng ky the Lessor.
|
I This lLease is a net lease and the Lessee shall not be
,entitled to any abatement cf rent, reduction thereof or set-off
agavnst rent, including but not limited to, abatements, '
rednctlons or set-offs due or alleged to ke due to, or by reason
of 'lany past, present or future claims of the Lessee against the
les=or under this Lease or. otherwise or against the Trustee or
the Manufacturer; nor, excert as otherwise expressly provided
hereln, shall this Iease terminate, or the respective obligations
of the Lesscr or the Lessee be otherwise affected, by reason of
any{defect in or damage to or loss of possession or loss of use

|
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of ox destruction of all or any of the Units from whatever cause,
the prohibition of or other restriction against the Lessee's use
of all or any of the Units, the interference with such use by any
person or entity, the invalidity or unenforceability or lack of
due aguthorizaticn of this l.ease or lack of right, power or
authgrity of the Lessor to enter into this Lease, the breach by
the lessor of the representations and warranties of the Lessor
- contained. in the second paragraph of Section 8 hereof, or by
reas¢n of any failure by the Lessor to perform any of its
ckligations herein ccntained, or for any other cause whether
s1m1Lar or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention of the
partLes hereto that the rents and other amounts payakle by the
Lessue hereunder shall continue to be payable in all events in
the tanner and at the times herein provided unless the obligatiocn
to P the same shall ke terminated pursuvant to the express
provrsrons of this Lease. The Lessee shall have a right of
actlon against the lLessor for any such breach of such
' repr=sentations and warranties or any such failure toc. perform
spch obligations, but withcut any right of set-off c¢f such rents
~and pther amounts payable by the Lessee hereunder. - '

T G —— Dt S ittt S A B

_ Upit shall begin upon accertance thereof by the Lessee pursuant
to Section 1 hereof, and, subject to the provisions of Sections
Gu 9, 17 and 19 hercof, shall terminate six months after the date

.on which the final semi-annual payment of rent in respect thereof
1s due hexeunder.

! ‘Notwithstanding anything to the contrary contained herein,
gl rights and obligations.under this ILease and in and to the
Unlts, ucon default by the lessee hereunder, are sukordinate,

Junlor in rank and subject tc the rights cf the Trustee under the

Egulgment ‘Trust Agreement.

{ Section 3. Terms of lease. The term of this Lease as to each

‘ Section 4. Identlflcat;gg Marks. The Lessee will cause each
Uniy to be kept numbered with the identifying number as set forth
-in gchedule I hereto and will keep and maintain, plainly,
distiinctly, permanently and conspicuously marked on.each side of
such Unit, in. letters not. less than an inch in height, the .
ﬁcllcwing words: "OWNED BY FIRST SECURITY BANK OF UTAH, N.A., 79
€CUTH MAIN STREET, SALT LAKE CITY, UTAH, AS TRUSTEE UNDER THE
TERMS OF AN EQUIPMENT TRUST AGREEMENT", or cother aprprcpriate
qorcs designated by the Trustee, with approprlate changes therect
and fadditions thereto as from time to time may be required by law
%n g¢rder to protect the interest of the Lessor and the Trustee. in
and (to such Unit and thke rights cf the lessor under this Lease
and|the Equipment Trust Agreement and cf the Trustee under the
Equ:pment Trust Agreement. The Lessee will not place any such
int in operation or exercise any control or dominicn over the
sam¢ until such words shall have been sc marked on koth sides
rhereof and will replace gromptly any such words which may be
removed defaced or destrcyed. The Lessee will not change or
permlt the identifying number of any Unit to be changed except in




4

accordance with a statement of new identifying numbers tc be
substituted therefor, which statement previously shall have been
filed with the Trustee and the Lessor by the lLessee and filed,
‘recorded or deposited in all public offices where thls Lease will
h?ve been filed, reccrded or deprosited.

Except as akaove provided the Lessee will not allow the name
cf apy person, association.or corporation to ke placed on the
Units as a designaticn. that might be interrreted as a claim of
chnershlp. provided, however, that the Lessee may causz the Units
to b lettered with the names, initials or other insignia
',customarlly used by the lessee or any permitted sublessee on
rallroad equipment used by it of the same or similax type for
convenience of identification of their right to use the Units.

( Bection 5. Taxes. A1l payments to ke made Ly the Lessee
here nder will be free . cf exgense to the Lessor and the Trustee
llection or other charges and will be free of expense to
the essor and the Trustee with respect to the amount of any
..loc 1, state, provincial or federal United States, Canadian or
Mex'can taxes (other than any local, state, provincial -or federal
Uni ed states or Canadian or Mexican income taxes [toc the extent
that| the Lessor receives credit for such Canadian or Mexican
Haxés agalnst its United states income tax liability] payable by
the Lessor in consequence of the receipt of payments provided
Qereln, and other than the aggregate of all franchise taxes
qeasured Ly net income based cn such receipts, excert any such
tax which is in substitution for or relieves the Lessee from the
paynent of taxes which it wculd otherwise be obligated to pay or
re1 lburse as herein provided), assessments or license fees (and
any»charges, fines or renalties of any kind in connection
thezewith) (hereinafter called "impositions") hereafter levied or
1mpcsed upon Or in connection with or measurxed by this Lease,
the Equipment Trust Agreement or any of the. instruments or
agrgements referred to herein or therein. or contemplated hereby
ox thereky, or any sale, rental, use, payment, shipment, delivery
cr transfer of title under the terms hereof, the Equipment Trust
Agreement or any such instruments or agreements, all. of which
1mp sitions the lLessee assumes and agrees to pay on demand in -
' add tion to the payments tc be made by it provided for herein.
The Lessee will also pay promptly all impositions which may be
;mp sed upon any Unit oxr fcr the use or operation thereof or upon
- the|earnings arising therefrom or upon the Lessor solely by

rea on of its interest therein or upcn the Trustee solely by

rea on of its title thereto and any and all impositions upcn or
on account of the trust created by the Equipment Trust Agreement
.cr ugcn or on account of the Equipment Trust Agreement, or the
travsactlons contemplated thereby (whether or not such
transathono shall actually be consummated) ox the instruments or
agr-ements referred to therein or contemglated thereby, and will
kee@ at all times all and every part of such Unit free and clear
of all such impositions which might in any way affect the
1nt=rests cf the Lessor cx the Trustee ox result in a claim,
lien, security interest or other encumkrance upon any such Unit

|
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and will supply the Iessor and the Trustee with a receipt ox
.othex. evidence of such rayment satisfactory to the lLessor and the
Trusfee; provided, however, that the lLessee shall be under no
.cbligation to pay any impositions so long as it.is contesting in
good |faith and by apgropriate legal proceedlngs such impositions
and e nonpayment thereof does not, in the opinion of the Lessor
or the Trustee, adversely affect the property or rights of the
less¢r or the Trustee hereunder or under the Equipment: Trust
Agreement and the Lessee shall have furnished the Trustee with an
cpinion of counsel to such. effect. If any such impositions shall
have|been charged or levied against the Lessor or the Trustee
dlrectly and paid by the Lessor. or the Trustee, the lLessee shall
- reimburse the Lessor or the Trustee, as the case may be, on
presentatlon of an invoice therefor; provided, however,: that the
~ Lessee shall not ke obliged tc reimkurse the Lessor or the
T;us{ee for any such impositicn so paid unless (a) prior to such
rFayment, the Lessor or the Trustee shall have oktained the
plnLon of either of their respective counsel that either the
Lessar or the Trustee was liable to pay such imposition, or (b)
unless the Lessee shall have approved the payment thereof,

, In the.event any reports with respect to impositions are
- requlired tc be made on the basis of individual Units the Lessee
w;ll either make such rerorts in such manner as to show the
ipterests.of the Lessor and the Trustee in such Units, if such. is
necessary cr aprropriate, or will notify the Lessor and the

" Trustee of such requirement and will make such reports in such

manner as shall be satisfactory to the Lessor and the Trustee.

In the event that, during the continuance of this lLease, the
e becomes liable for the payment or reimkursement.of any
itions, pursuant to this Section 5, such liability shall
inue, notwithstanding the termlnatlon of this Lease, until
uch impositions are paid or reimbursed Ly the Lesaee.»

Section 6. Payment for Casualty Qccurrences. In the event

any Unit shall be cr become worn out, lost, stolen,

royed or damaged beycnd eccnomic repair, from any cause
cever, or taken or requisitioned by condemnation or '

wise (any such occurrence being hereinafter called a
Casualty Occurrence) during the texrm of this ILease or until such
Unit] shall have been returned to the Lessor in the mannerx
proviided in Section 12 herecf, the lessee shall, within 30 days
aftelr it shall have determined that such Unit has suffered a
C%sualty Cccurrence, fully notify the Lessor and the Trustee with
rFs ect thereto. On the rental rayment date next succeeding such
nctilce (ox, at the option of the Lessee, in the event such rental
date shall occur within 15 days after such notice, on the next
sucgeeding rental payment date) the lLessee shall pay to the

Les or an amount equal to the Casualty Value {(as hereinafter

def‘ ed) of such Unit as cf such rental payment date in
apcordance with the schedule set out below. Upon the making of
sucH payment by the Lessee in resgpect of any Unit, the rental for
sucll Unit shall cease to accrue as of the date of such payment

|
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and the terms of this lLease as to such Unit shall terminate. The
-Legsor shall, upon request of the Lessee, after payment by the -
Lessee of a sum equal to the Casualty Value of any Unit, execute

. and deliver to. or upcn the crder of the lessee a bill of sale
(wilthout warranties) for such Unit such as will transfer to the
Lesgsee such title to such Unit as the Lessor and the Trustee
denived frcm the Manufacturer free and clear of all liens,
security. interests and other encumbrances arlslng through the .
Lessor. or the Trustee.

|

br'

The .Casualty Value of each Group A, Group B, Group C and e
p D Unit as of any rental payment date shall be determined by

mu iplying the Cost ({as defined in the Equipment Trust
@g eement) of such Unit by the applicakle percentage set forth

\sc

site each rental payment date number in the following
dule:
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Therjeafter, the lesser cf 16.0400% of the Cost or the Fair Market
Valule thereof immediately prior to the Casualty Occurrence, such
Faiy Market Value to be calculated in the manner prcvided in
Section 19 hereof. :

! Except as hereinabove in this Section 6 provided, the Lessee
shall not ke released frcm. its cbligations hereunder. in the event
and shall bear the risk. cf, any Casualty Occurrence to any
after delivery to and acceptance thereof Ly the lLessee
under. ' ' »

Section 7. Annual Rercrts. On or before April 1 in each year,
ccmfiencing with the year 1974, the Lessee will furnish to the
or and the Trustee, in such number of counterraxts or copies
ay reasonably ke requested an accurate statement sigged by an-
orized representative, (i) showing, as of the preceding
mber 31, the amount, description and numbers of all Units
-leased hereunder and the amount, description and numbers of
Units that may have suffered a Casualty Occurrence, whether
ccident or otherwise, during the preceding calendar year (orx
e the date of this Lease. in the case of the first such
ement) , and such other information regarding the c¢onditicn
|state of repair of the Units as the Lesscor or the Trustee may
ocnably request, (ii) identifying the units of railway _
pment then subject to this lease and (iii) stating that, in
jcase. of all Units repaired or repainted during the period
red by such statement, the markings required by Section 4§
of and Secticn 4.06 of the Equipment Trust Agreement have
preserved or rerlaced. The Lessor shall have the right, by
agents, but shall be under no obligation, to inspect the
s and the records of the Lessee with respect thereto at any
cnable time during continuance .of this Lease. '

| On the request of the lLessor, the lLessee shall in each year
fiver to each holder of Trust Certificates (as defined in the
ipment Trust Agreement) after the end of the Lessez's fiscal
year,. in such number of copies as may reasonably ke requested,
its| annual report, including audited financial statements of the
Lessee for the fiscal pericd ended, as soon as it is completed
and| is available for distribution.

| | section 8. Disclaimer of Warranties; Compgiggée With Laws and
Rulks: Maintenance; Indemnification. The lLessor makes no warranty
or representation, either express or implied, as to the design,

€O liance with specifications, or condition of, or as to the .
quallity of the material, equipment or workmanship.in, or as to

the suitakility, adequacy, creration, use or performance of, the-
Unitts delivered to the Lessee hereunder, and the Lessor makes no
warranty of merchantability ox fitness of the Units for any
paxticular purpose, it being agreed that all such risks, as
between the Lessor and the Lessee, are to be korne Lty the Lessee;
kut] the Lessor hereby irrevocably appoints and constitutes the
Legsee its agent and attorney-in-fact during the term of this. ' ‘
Legdse to assert and enforce from time to time, in the name of and
!fc the account of and for the account of the Lessor and/or the
Legsee as their interests may appear, whatever claims and rights
thg lLessor may have against the Manufacturer of the Units or of

components thereof. lessor shall have no responsibility or
kility under this Lease to the lessee or any other perxrson with
rect to any of the following: (i) any liakility, loss or

age caused or alleged to be caused directly or indirectly by
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any Units or by any inadequacy thereof or deficiency or defect
: therein.or by any other circumstance in connection therewith;
-(11) the use, operation or performance of any Units c¢cr any risks
rellating thereto; (iii) any interruption of service, loss of
bugdiness or anticipatory rrofits or consequential damages; ox
(iv) the delivery, operation, servicing, maintenance, repair,
.imgrovement or replacement of any Units, The Lessee's acceptance
.of delivery of the Units shall be conclusive evidence as between
the Lessee, the Lessor and the Trustee, that all Units described
.in'la Certificate of Acceptance are in all the foregcing resgects
satlisfactory to the lLessee and the Lessee will not assert any
claim of any nature whatscever agalnst the Lessor or the Trustee
basgg cn any of the foregcing matters

The lessor represents and warrants as follows:

(i) At the time.of delivery. of each Unit under this
lease, the Lessor shall have such title to such Unit as is

| derived from the Manufacturer and the Trustee,-unimpaired by
| any act or.omission cf the Lessor cr the Trustee which will
]} in any manner prevent the performance of this Lease in
accordance with its terms and, in addition, such Unit- shall

| be free and clear of all claims, liens, security interests:

| and encumbrances, except those created or arising under the
Equipment Trust Agreement, which may result from claims
against the Lessor or the Trustee not arising out of the

| lease or cwnership thereof which will prevent the performance
1 of this lease in accordance with. its terms; and

. (ii) So. long as the Lessee shall not be in default under
this ILease, the lessor shall not do (or suffer tc be done by
any person claiming through or against the Lessor and not

| against the Lessee or any sublessee) any act which interferes
| with any and all rights cf the Lessee to peaceakly and
quietly hold, possess and use the Units in accordance with

| the terms of this Lease. :

éThe Lessor covenants that any sale, assignment, transfer,
mortgage ox other disposition which it may make of this Lease or
any Unit, whether prior or subsequent to delivery 1o the

Gmbrance by or in favor of any person claiming by, through or
¢r the Lessor.

‘ 1The Lessor covenants and agrees not to alter, amend cr modify
the Equipment Trust Agreement or the Assignment of Lease and
,Agreement No. 1, pursuant to which this lease is assigned to the
Trugtee, without the prior written consent of the Lessee.




T The Lessee agrees, for the benefit of the Lessor and the
Trustee, to comply in all respects with all laws of the

" jurisdictions in which cperations involving any Unit subject to
this Lease may. extend, with the Interchange Rules. of the
Ass¢ociation of American Railrxoads, if applicable, and with all
lawful rules of any legislative, executive, administrative. or
judicial body or officer exercising any power or jurisdiction
over any such Unit, to the extent such laws and rules affect the
.Operations or use of such Unit; and the. lessee shall and does
hereky indemnify the Lessor and the Trustee and agrees to hold
the|Lessor and the Trustee harmless from and against any and all
llabllity'that may arise from any infringement or viclation of
any.such.laws or rules by the Lessor or the lessee, oirr their
empLoyees,eor any other person. In the event that such laws or
rules require the alteration of the Units or in case any
vequlgment or appliance on any such Unit shall ke required to be
-ch-uged or replaced, or in case any additional or other equipment
or ;ppllance is required to be 1nsta11ed on such Unit in order to

req irements and rules so long as such Unit . is subjec? to this
Leage. provided, however, that the Lessee may,. in good falth,

est the valldlty or arrlication of any such law or rule in

| xeasonable manner which does not, in the opinion of the

sor or the Trustee, adversely affect the property or rights of
|Lessor or the Trustee hereunder or under the Equlpment Trust
eement.

Any and all additions to any Unit and any and alllparts
talled cn or replacements made to any Unit shall be considered

‘yse. of such Unit and without cost or expense to the Lessor or
1 Irustee) and there shall be immediately vested in the Lessor

Les§or or the Trustee and against any exgense, loss or liability
aludlng, but not limited _to, counsel fees and expenses, patent

seqy
xej

isition, purchase, use, cperatlon, condition, delxvery,
ection, storage or return of, any Unit while subject to this
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,;eeEe or until no longer.in the possession cf or stored by the

ee, whichever is later, and to indemnify and save harmless

.Lessor and the Trustee against any charge, claim, expense,

or liability on account of any accident in connection with
operation, use, conditicn, possession or storage of any Unit
lting in damage to property or injury or death to any rerson;
ided, however, that the Lessee shall not ke required to
mnify the Lessor or the Trustee under this paragraph for
igence on the part of the Lessor cr the Trustee. The
mnities arising under this paragraph shall survive payment of

| other cbligations under this Lease or the termination of th;s

€. Anything herein tc the contrary notwithstanding, the

isee shall not be obligated to indemnify under this paragraph
xespect of any charge, claim, expense, loss or liability

ibutable to a Unit which shall have keen returned tc the

s0or pursuant to Sections 10 or 12 hereof. or after this Lease

‘respect to such Unit has otherwise terminated, p;ov1ded
such charge, claim, expense, loss or liakility.is
ibutable to an event cccurring after such Unit was so

urned or this lease with respect to such Unit terminated, and
vided

further, that such charge, claim, e€xpense,. loss. or
ility does nct. arise as a result of mechanical deEects of"

Lease with respect tc such Unit termlnated.

| The Lessee . agrees to prepare and dellver to the Lessor within

pasonable time prior to the required date of filing (or, to
extent permissible, file on behalf of the lessor) any and all .
brts known by the Lessee to be required to ke filed by the :
50r, or requested by the lessor to be filed, with any federal,
e or other regulatory authority ky reason of the. .interest of
Trustee and the lessor in the Units or the. lea51nq of the

Es to the Lessee.

Section 9. Default. If, during the continuance of this Lease,
or more of the folloW1ng events (herelnafter sometimes called -

A. default shall be made in the payment of any part of

|the rental provided in Section 2 hereof and such default
shall continue for 10 days; orx

B. the Iessee shall make or permit any.unauthorized'
assignment or transfer of this Lease; or

C. default shall be made in the. cbservance er

|pexformance of any other of the covenants, conditions and

agreements on the part cf the Lessee contained herein or in

{the Consent (as hereinafter defined) and such default shall

continue (and the Lessee shall nct make effective provisions

'|for curing such default) for 30 days after written notice to
fthe Lessee specifying the default and demandlng that the same
ke remedied; or
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D. ény proceedings shall be ccmmenced by or against the

Iessee for any relief under any kankruptcy or insolvency
| 1aws, or laws relating to the relief of debtors,

readjustments of indektedness, reorganization, arrangements,
- compositions or extensicns (cther than a law which does not

| Fexmit any readjustments of the cbligations of the Lessee
| hereunder) , unless such rroceedings shall have keen

dismissed, nullified, stayed or ctherwise rendered
ineffective (but then only so long as such stay shall

| continue in force or such ineffectiveness shall continue),
| and all the obligaticns cf the Lessee under this lLease shall
1 not have been duly assumed in writing, pursuant to a court

order or decree, by a trustee or trustees or receiver or: :
 receivers appointed for the Lessee or for the property of the
Lessee in connection with any such proceedings. in such manner
that such obligations shall have the same status as
obligations. incurred by such a trustee or trustees oxr

| receiver or receivers, within 30 days after such appointmént,
tif any, or 60 days after such proceedings shall have been
| commenced, whichever shall be earlier;

1, in any such case, the Lessor, at its option, may:

- (a) proceed by arpropriate court action or actions,
either at law or in equity, to enforxce performance by the

|Lessee of the applicakle covenants of this Iease or to
| xrecover damages for the kreach thereof; ox

. (k) by notice in writing to the lessee terminate this
Iease, whereupon all right of the Lessee to the use of the
Units shall absolutely cease and determine as though this.
Lease had never keen made, but the Lessee shall remain liable
as hereinafter provided; and thereupon, the Lessor may by its

{agents enter upon the:rremises of the Lessee or other

rremises where any of the Units may ke and take possession. of
all or any of such Units and thenceforth hold, rossess and
enjoy the same free from any right of the Lessee, or its

'Isuccessors or assigns, tc use the Units for any purposes

whatever; but the lLessor shall, nevertheless, have the xight
to recover from the Lessee any and all amounts which under
the terms of this lease may then be due or which may have

'laccrued to the date of such termination (computing the rental
- {for any number of days less than a full rental geriocd by
imultiplying the rental fcx such full period by a fraction of -
Jwhich the numerator is such number of days and the
fdencminator is the total number of days in such full rental
|period), (i) as liquidated damages for loss of the bargain
land not as a penalty, a sum with respect to each Unit subject
|to this Lease which rerresents the excess of (x) the gresent

value at the time of such termination of the entire unpaid

|balance of all rentals for such Unit which would cthexrwise
lhave accrued hereunder from the date of such termination to

the end of the term of this lLease as to such Unit over (y)
the then present value cf the net rentals which the lLessor
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reasonably estimates to ke obtainable for the lease of the
Unit during such period, such present value to be computed in
each case on a basis of 8% per annum discount conpounded
semi~annually from the respective dates upon which rentals
would have been payable hereunder had this Lease not been
terminated; (ii) any damages and exgenses, including
reasonable attorneys' fees, in addition thereto which the
Lessor shall have sustained by reason of the breach of any
covenant or covenants. cf this lLease other than fcr the
rayment of rental; (iii) an amount which, after deduction of
all taxes required to be paid by the Lessor in respect of the
receipt thereof under the laws. of the United States or Canada
or any political subdivision thereof, shall be equal to any .
portion of the percentage of investment credit (hereinafter .
called the "Investment Credit%), allowed Ly Section 38 and .

‘related sections of the Internal Revenue Code of 1954, as

amended (hereinafter called the Code), which was lost, not
claimed, not available for claim, disallowed or recaptured.in

‘respect of a Group A cr Group C Unit, by or frcm the Lessor
1 as a result of the breach of one or more of the.

representaticns, warranties and covenants made by the Lessee

| in Section 14 hereof or any other provision of the Lease, the

termination of this Lease, the Lessor!s loss of the right to
use such Group A or Group C Unit, any action or. inaction by
the Lessor or the sale. or othexr disgosition of the lLessor's
interest in any Group A or Group C Unit after the occurrence
of an Event of Default and (iv) an amount which after
deduction of all taxes required to ke paid by the Lessor:in

| respect of the receirt thereof under the laws of the United
| States or Canada or any political subdivision thereof, such
|| sum as, in the reasonable opinion of the Lessox, will cause

the Lessor's net return under this lLease to be equal to the

Inet return that would have been available to the Lessor if. it

.|had keen entitled to utilization of all or such portion of

| the maximum depreciation deduction authorized with respect to

fa Unit under Section 167 of the Code utilizing the "lower limit!"

1 of the "asset depreciation range" of 12 years for group A and group C
| units and the "asset guideline perlod" of 15 years for groug

| B and groug D units prescribed in accordance with Section

167 (m) of said Code, for an asset described in Asset

| Guideline Class No. 00.25 as descriked in Revenue Procedure
1 72-10, 1972 IRB 8 (hereinafter called the Depreciation

| beduction), which was lost, not claimed, not available for
| claim, disallowed or recaptured in respect of a Unit as a

result of a breach of one or more of the representations, _
warranties and covenants made by the lessor in Section 14 or

'lany other provision of this Lease, the termination of this

Lease, the lessor's lcss of the xight to use such Unit any
action or inaction by the Lesscr or the sale or other
disposition of the lLessor's interest in such Unit after the

Joccurrence of an Event of Default. WNotwithstanding anything

to the contrary contained in this clause (b),.it.is
understood and agreed that the Lessee shall receive a credit
in respect of the amounts payable or paid pursuant to
suktclause (1) of this clause (b) equal to any net proceeds
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|. |received by the Lessor upon the sale or the releasing of the
' Units to the extent that such net proceeds as actually '
received exceed the amount payable or pa1d pursuant to the
sald sub-clause (1). :

} Anything in this Section 9 to the contrary notw1thstand1ng,
‘default in the observance or performance of any covenant, -
81tlon or agreement on the part of the lLessee which results

credits or other benefits, shall be, for all purposes of thlS
Lease, deemed to be cured if the Lessee shall, on or before the

par#graph of Sectlon 14 of thls Iease.

| The remedies in this Iease provided in favor of the Lessor ‘
‘ sha 1 not be deemed exclusive but shall be cumulatlvep and shall
be in addition to all other remedies in its favor existing at law
or in equity. The lLessee hereby waives any mandatory '
re-:lrements of law, now or hereafter in effect, which might:
11mft or modlfy the remedies herein provided, to the extent that
suc‘ waiver is permitted by law. The Lessee hereby waives any
and all existing or future claims to any offset againsit the )
ren al payments due hereunder, and agrees to make rental payments
reg; dless of any offset or claim Whlch may be asserted by the
LeSﬁee or on 1ts behalf.

|The : fallure of the Lessor to exercise the’ rlghts qranted it
hergunder upon any occurrence of any of the contingencies set
forth herein shall not constitute a waiver of any such right upon
- the|continuation or recurrence of any such cont1ngenc:es or

lar cont1ngenc1es.

0
T

;Sectlon 10. Return of Onits Upon Default. If the Lease shall

thwith deliver possession of the Units to the Lessor. For the
purpose of delivering possession of any Unit or Units to the -
Les<or as aboave- requlred, the Lessee shall at its own cost,
expense and rlsk° A

‘ A. forthwith place such Units upon such storage tracks
|of the Lessee as the Lessor may reasonably designate,

; B. permit the Lessor to store such Units on such tracks
lat the risk of the Lessee until the earlier of the date all
{such Units have been sold, leased or otherwise disposed of by
|the Lessor and the 270th day from the day the Lessee shall
have placed the Units on such storage tracks, and
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‘ C. transport the same to any place on the tracks of the
* Tessee or any of its affiliates or to any connecting carrler
for shlpment, all as directed by the Lessor.

The-assembllng, delivery, storage and transportlng of the Units
as einbefore provided shall be at the expense and risk of the

Lessee and are of the essence of this Lease, and upon application

to any court of equity having jurisdiction. in the premises the
Less shall be entitled to a decree against the lLessee requiring
specific~performance-of»the covenants of the Lessee so to:
assemble, deliver, store and transport the Units. During any
storage period, the lLessee will permit the lLessor or any person
des1gnated by it, including the authorized representative or
rep esentatives of any prospective purchaser of any Unit, to '
qect the same; provided, however, that the Lessee shall not be
le, except in the case of negligence of the Lessee or of its
epployees or agents, for any injury to, or the death of, any
per exercising, either on behalf of the Lessor or any -
progggctlve purchaser, the rlghts of inspectlon granted under
sentence.

Without in any way 11m1t1ng the obllgatlon of the Lessee

 unddr the foregoing provisions of this Section 10, the Lessee

hereby irrevocably appoints the Lessor as the agent and attorney
df he Lessee, with full power and authority, at any time while
the [Lessee is obligated to deliver possession of any Unit to the
ﬂes or, to demand and take possession of such Unit in the name
and jon behalf of the Lessee from whomsoever shall be at the time

in ossession of such Unit. In connection therewith the l.essee

' W11 supply the ILessor w1th such documents as the Leseor may

reasonably request.

Sectlon 1. A351gnment; Possession and Use. ThlS Lease and
the rentals and other sums due hereunder shall be assignable in
whole or in part by the Lessor without the consent of the Lessee,
but the Lessee shall be under no obligation to any assignee of

 the {Lessor except upon written notice of such assignment from ‘the -

Tesgsor. All the rights of the Lessor hereunder shall inure to
the benefit of any beneficiary of the lLessor if the Lessor is a
trusgt, sub]ect. however toc the terms of such trust, and to the
ﬂes oxr's assxgns (1nc1ud1ng any beneflclary of any such ass1gnee
if uch a531gnee is a trust).

- | So long as the Lessee shall not be in default under this
Lease, the Lessee shall be entitled to the possession and use of
the Units in accordance with the terms of this Lease, but,
w1thout the prior written consent of the Lessor, the lLessee shall
not'assign or transfer its leasehold interest under this Lease in
the Units or any of them (except to the extent that the » '
provisions of any mortgage now or hereafter created on any of the
lings of railroad of the Lessee may subject the Lessee's
leagehold interest to the lien thereof). 1In addition, the
Lesgee,; at its own expense, will promptly cause to be duly
dis¢charged any lien, charge, security interest or other
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epcumbrance'(other than an encumbrance resulting from claims

against the lessor or the Trustee not related to the ownership of -
the Units or to the extent that the provisions of any mortgage
now or hereafter created on any of the lines of railroad of the

e may subject the Lessee's leasehold interest to the lien

it including any accession thereto or the interests of the
Lessor, the Trustee or Lessee therein. The Lessee shall not,

1d1ary corporatlon upon its or their lines of railroad or
: llnes of railroad over which the Lessee or such cother

railroad equipment of the lLessee or any such other corporation is

© regularly operated pursuant to contract, and also to permit the

use of the Units upon other railroads in the usual interchange of
trafflc (1f such interchange is customary at the time), but only
upon and subject to all the terms and condltlons of thls Lease
and the Equlpment Trust Agreement.

fNothlng in this Section 11 shall be deemed to restrlct the

-rlght of the lLessee (i) to assign or transfer its leasehold

1nterest under this Lease in the Units or possession of the Units
to any corporation incorporated under the laws of Canada (which
shall have duly assumed the cbligations of the lessee hereunder)
int9 or with which the Lessee shall have become amalgamated,
merded or consolidated or which shall have acquired the property
of the Lessee as an entirety or substantially as an entirety; or
(ii) to sublease any Unit to any subsidiary or affiliated
corporations of the Lessee; provided, however, that the rights of
suzg sublessee are made expressly subordinate to the rights and.

‘remedies of the Trustee under the Equlpment Trust Agreement and

the Lessor under thls Lease.

The Lessor shall have the right to declare the lease provided
fbthereln terminated in case of any unauthorlzed assignment or
transfer of the Lease. .

Section 12. Return of Units Upon Termlnatlon of Term. AS
so as practicable on or r after the termination of this Lease as
to ny or all of the Units, the lLessee will (unless the Units
sha 1 have suffered a Casualty Occurence), at its own cost and
exp nse, at the request of the Lessor, assemble such Units and
del ver possession of such Units to the lessor upon such storage
tra ks of the Lessee as the Lessor may reasonably designate and
perimit the Lessor to store such Unit on such tracks for a period
not| exceeding three months and transport the same, at any time

|
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within such three-month period, to any reasonable place on the

lines of railroad operated by the Lessee or to any connecting
carrfier for shipment, all as directed by the ILessor upon not less
than| 30 days' written notice to the Lessee; the movement and
storage of the Units to be at the expense: and risk of the Lessee.
Durﬂgg any such storage period the Lessee will permit the Lessor
or y person designated by it, including the authorized: -
‘repriesentative or representatives of any prospective purchaser of
any {Unit, to inspect the same; provided, however, that the Lessee
shalll not be liable, except in the case of;neqligence-of-the
Lessee or of- its employees or agents, for any injury to, or the
dea h of, any person exercising, either on behalf of the Lessor
or ny prospective purchaser, the rights of inspection' granted
'und r this sentence. The assembling, delivery, storage and
tra sporting of the Units as hereinbefore provided are of the
ess nce of this Iease, and upon appl;catlon to any court of

eq ity having jurisdiction in the premises, the lessor shall be
ent tled to a decree against the Lessee requiring specific -

per ormance of the covenants of the lessee so to assemble,

del ver, store and transport the Units. If any Unit shall have
suf'ered a Casualty Occurrence, the Lessee shall thereupon assume
and hold the Lessor harmless from all liability’ arlslng in

res ct of any responsibility of ownership thereof. ' Each Unit
ret rned to Lessor pursuant to this Section (other than a Unit-
wh1 h has suffered a Casualty Occurrence) shall (i) be in the
-operating order, repair and condition as when originally
del vered to the lLessee, reasonable wear and tear excepted and
(11 meet the standards then in effect under the interchange
rules of the Association of American Railroads and the United
sta es Federal Railroad Admlnlstratlon 1f appllcable and the

dlan TranSport Ccommission.

Section 13. Opinion of Counsel for the Lessee. On each
Closing Date as defined in the Manufacturing Agreemen: for Units
subgect'to this Lease, the Lessee will deliver to the Lessor and
the| Trustee the written opinion of counsel for the Lessee, in
such numbexr of counterparts as may reasonably be requested, and
addressed to the Lessor and the Trustee, in scope and substance

sathfactory to them and their counsel, to the effect that°

| - A. the Lessee is a corporation legally 1nc0rporated and
| validly existing in good standing, under the laws of Canada,

| with full corporate power to enter into this Lease, the
consent and agreement executed by the lessee (hereinafter
called the Consent) to the assignment of this Lease to the

| Trustee as of the date hereof (herelnafter called the
A881gnment).

B. this lease and the Consent have been duly _
authorized, : executed and delivered by the Lessee and -
constitute valid, legal and binding agreements, enforceable
in accordance with their terms;
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i 1 . C. upon deposit of the Equipment Trust Agreement, this

lLease and the Assignment (including the Consent) in the :

" office of the Registrar General of Canada and publication of

notice of such deposit in the Canada Gazette in accordance

o ‘%1th Section 86 of the Railway Act of Canada, no further act,
! £iling, " recordxng or deposit (or glving of notice) is :

" |required in order fully to protect in Canada oxr any Prov1nce
lor Territory thereof the rights of the lLessor under this ,
lease against any and all subsequent purchasers or mortgagees

‘from the Lessee and/or from credltors of the Lessee- - ,

3‘ D.  no approval is required from any puhllc regulatory

lease -or the consent, or all such approvals (which shall be
;speclflcally described) have been obtained° and ‘

, E. the entering into- and performance of thls Lease and
the Consent will not result in any breach of, or constitute a
|@default under, any indenture, mortgage, deed of trust, bank
loan or credit agreement-or~other agreement or instrument to
‘which the Lessee is a party or by which it may be bound or
“icontravene any prov151on of law, statute, rule or regulation
''to which the Lessee is subject or any judgment, decree, -
;franchlse, order or permlt appllcable to the Lessee.'

IThe Lessee also agrees to furnish to the Lessor and the
Trustee a copy, certified by the Secretary or an Assistant
Secxetary of the Lessee, of resolutions of the Board of Directors :
of the Lessee authorizing the Lessee to enter 1nto thls Lease and "
the‘Consent. :

IThe Lessor agrees to furnlsh to the Lessee signed copies,
addressed to the Lessee, of the opinion of counsel referred to in
: qgraph 5(b) of the Purchase Agreement, which opinion shall in
addftlon state that the Lessor is a state banking corporation
org nized, validly existing and in good standing, under the. laws
of he State of Utah with full corporate power to enter into this
Lea e, the Manufacturing Agreement, the Equipment Trust Agreement
and the Assignment, and of the opinion of counsel for the
Man'facturer referred to 1n paragraph 3. ou (d) of the Equlpment
Tru € Agreement.

|section 14, Indemnltx in Resge ct of Tax Matters.'Thls Lease,-
the Equipment Trust Agreement and the Manufacturlng Agreement.
hav been entered into on the basis that the Lessor shall be

ent tled to such deductions, credits and other benefits as are
pro ided by the Internal Revenue Code of 1954, as amended to the
date hereof (hereinafter called the Code) to an owner of property
1nc uding (without 11m1tat10n), an allowance for the Depreciation
Ded ction (as defined in Section 9 of this Lease) and the
Investment Tax Credlt (as defined in Sectlon 9 of the lLease) .’

EW1th respect to any Unit, if (other than for the Ireasons set
forth below) the Lessor shall lose or shall not have or shall

body with respect to the entering into or performance of this
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forth below) there shall be disallowed with respect to the
Lessor, all or any portion of, the Investment Credit (with
respect ‘only to the Group A and Group C Units) or the
Depmeciation Deduction with respect to a Unit in computing
taxdble income under one of the accelerated methods of :
depreciation prov1ded in Section 167(b) of the Code for the
period this Lease is in effect, then, after written notice
thezeof to the lLessee- by the lLessor, the rental rate applicable
to such Unit set forth in Section 2 of this Lease shall be
inczeased by an amount for such Unit which, in the reasonable
nion of the Lessor, will cause the Lessor's net return in

yect of such Unit under this Lease to equal the net return

t would have been available if the lessor had been entitled to
ilization of all or such portion of the Investment Credit (with
)ect t0 a Group A Ox Group C Unit) or Depreciation Deduction
ih was not claimed or was dlsallowed ‘and the lessee shall

' loig the right to claim, or 1f (other than for the reasons set
SN

of a Group A or Group C Unit) or Depreciation Deduction with

pect to such Unit as a dlrect result of the occurrence of any
the - follow1ng events: ' .

‘} (1) - a Casualty Occurrence with respect to such Unit, if
gthe Lessee shall have paid to the Lessor the amounts
fstlpulated under Sectlon 6 hereof-

5 (11) a voluntary transfer by the Lessor (other than as
lcontemplated by the Equipment Trust Agreement) of legal title
1to such Unit, the disposition by the Lessor of any interest .
1in" such Unit or the reduction by the Lessor of its interest
in the rentals from such Unit under the Lease, unless, in
each case, an Event of Default shall have occurred and be
continuings; - . ; :

; (iii) the amendment of the Equipment Trust Aqreement
fwithout the prior written consent of the Lessee;

, (iv) the failure of the Lessor to claim the Investment
|credit (with respect to a Group A or Group C Unit) or

I Depreciation Deduction in its income tax return for the
lappropriate year or the failure of the lLessor to follow
Iproper procedure in claiming the Investment Credit (with
lrespect to a Group A or Group C Unit) or Deprec1at10n
1Deduction with respect to such Unit; or
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. (v) the failure of the Lessor to have sufficient
liability for the tax against which to credit such Investment
credit or sufficient income to beneflt from the Deprec1at10n
Deduction, as applicable.

1 fThe Lessor agrees that if, in the oplnlon of 1ts or the‘

any Group A or Group C Unit or a bona fide claim to all or a
portion of the Depreciation Deduction on any Unit, exists in
respect of which the Lessee is required to pay increased rental
'and interest and/or penalty as aforesaid to the Lessor as above
proulded, the Lessor shall, upon request and at the expense of

de'”ed reasonable by Counsel in order to sustaln such- clalm. The

attflbutable to the Deprec1at10n Deductlon and/oxr Investment
Creolt disallowed, at the rate -of 8% per annum, from the date of
pay;ent of such tax to the date the Lessee shall reimburse the
ﬂes:or for such tax in accordance with the provisions of this
Section 14. The Lessor shall not be obligated to take any such
ﬂeg‘l or other appropriate action unless the lLessee shall first -
ha e ‘agreed in writing to indemnify the Lessor for all - :

- 1iahilities and expenses which may be entailed therein and shall
have furnished the Lessor with such reasonable securlty therefor .
as }ay be requested.

w 1If any Canadian governmental authorlty, Dominion or

Pr-jlnC1a1, shall withhold or cause to be withheld from any
ren,al payment made ‘under Section 2 of thls Lease or any

renTal a sum sufficient to permlt payment of an amount equlvalent
tov,he ‘amount due without regard to any such witholding.

gThe Lessee's agreement to pay any sums whlch may bec0me

l ;The Lessee represents and warrants that (1) none of the Group
A o; Group C Units constltutes property the construct:on,
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C Unit will constitute "section 38 property" w1th1n the
g of Section u8(a) of the COde.

section 15. Recordlng; Expenses. Prior to the delivery and
ance of any Unit, the lessor will, at its own expense,

the Equipment Trust Agreement, Lease and the Assignment
uding the Consent) to be filed and recorded with-the

al of Canada (notice of such deposlt to be- forthw1th
eafter given in the Canada Gazette) pursuant to Section 86 of
Pa::.lway Act of Canada. The Lessor w111 also cause the Lease

apknw 1edge, dellver, file, reglster, ‘record and de9051t (and :
will refile, reregister, rerecord or redeposit whenever required)
any Aand all further instruments required by law and reasonably
ested by the Trustee, for the purpose of proper protection,

The Lessor w111 pay the reasonable costs and expenses
invglved in the preparation and printing of this Lease and the

fee‘ and disbursements of any counsel which it may retain, unless
su costs, expenses, fees and disbursements are paid by some
oth r person, The Lessee w111 bear the fees and dlsbmrsements ofv

|section 16. Interest on Overdue Rentals. Anythlng to the
rary herein contalned notw1thstand1ng, any nonpayment of .

‘Sectlon 17. Texrmination. In the event that all of the Units

of, this Lease shall terminate and, except as otherwise
essly provided in the Lease, the rights and obligations v
" hereunder of the parties hereto shall cease and determlne as if
the |Lease had never been made.

‘Sectlon 18. Additional Payments by Lessee. In addition to
the |[rentals specified in Section 2 hereof:

(a) The Lessee agrees to pay to the Lessor promptly amounts

equal to any rental rayments which may become payable by the
Lessor to the Trustee under Section 4.04 (1) of the Equipment

Iru:t Agreement in respect of (i) any expenses incurred in
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‘connéction with any purchase, sale or redemption by the Trustee
of Investments (as defined in the Equipment Trust Agrecment),
which are made by the Trustee on the written or telegraphlc
request of the Lessee or otherwise required by the provisions of -
Sectlion 8.04 of the Equipment Trust Agreement if such request is
not made by the Lessee, and (ii) any loss of principal (1nc1ud1ng
interest accrued thereon at the time of purchase) incurred in
c?nnectlon therew1th. _

{ (b) It is understood and agreed that the Trustee is
obllgated under the last paragraph of Section 8.04 of the
ipment Trust Agreement to pay to the Lessee any interest ‘in
s of accrued interest paid from Deposited Cash (held under the
ent Trust Agreement at the time of purchase) or other

ection 19. gg;ggggg and gggggg; gggiggga Prov1ded that this
has not been earlier terminated and the Lessee is not in
1t hereunder, the Lessee may by written notice delivered to
essor not less than six months prior to the end of the term
is Lease or any extended term hereof, as the case may be, -
(2a) to extend the term of this Lease in respect of all, but
ewer than all, of such Units then covered by this Lease, for
dditional five-year periods commencing on the scheduled v
ation of the original term or extended term of this Lease,
e case may be, provided that no such. extended term shall

ade on May 1 and November 1 in- each year of the appllcable
nded term or (b) to purchase some or all, the Units’ covered

ﬁy this Lease at the end of such term of this Lease for a

purchase price equal to the "Fair Market Value" of such Units as

of the end of such term.

|Fair Market Value shall be determlned on the basis of, and e
shall be equal in amount to, the wvalue which would obtain in an ' ‘
armis-length transaction between an informed and w1111ng buyer-

user (other than (i) a lessee currently in possession or (ii) a

used equipment dealer) and an informed and willing seller under

no ¢ompulsion to sell and, in such determination, costs of

removal from the location of current use shall not be a deduction

frojm such value.
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Fair |Rental Value shall be determined on the basis of, and shall
"be equal in amount to, the value which would obtain in an arm's-
length transaction between an informed and willing lessee-user
(oth r than a lessee-user currently in possession) and an
informed and willing lessor under no compulsion to lease and, in
such|determination, costs of removal from the locatlcn of current'
use hall not be a deductlon from such value. ‘

£f on or before four months prior to the" expiratiom of the
term of this Lease, the Lessor and the Lessee are unable to agree
upon a determination of the Fair Market Value or the Fair Rental
Valu of the relevant Units, such value shall be determined in
acco dance with the foregoing definition by a qualified
 independent Appralser. The term Appraiser shall mean such

ndent appraiser as the Lessor and the Lessee may mutually
agr e upon, OY fa111ng such agreement, a panel of three -

1nd endent appraisers, one of whom shall be selected by the -
Les or, the second by the lLessee and the third designated by the .
f1r t two so selected. The appraiser shall be instructed to make
sucH determination within a period of 30 days following :
dpp01ntment, and shall promptly communicate such determination in.
wrltlng to the lessor and the lLessee. The determination so made
sha]l be conclusively binding upon both Lessor and Lessee. The
expenses and fee of the Appraiser shall be borne equa]ly by the

, Les or and the Lessee. Upon payment of the purchase price, the
Les or shall upon request of the Lessee execute and deliver to
Les ee, or to the Lessee's assignee or nominee, a bill. of sale
(w1 hout warranties) for such Unit such as will transfer to the
Lessee such title to such Unit as the Ilessor and the Trustee

der ved from the Manufacturer free and clear of all liens,"

sec rity interests and other encumbrances arlslng through the
Lesgor or the Trustee.

Sectlon 20.. Mileage Allowance; Subrogatlon Further
Assurance. Provided the Lessee is not in default hereunder, the
Les ee shall be entitled to (i) all mileage allowances and other
ys payable by reason of the use of the Units, and any such
age allowances or other moneys received by the Lessor shall _
orthwith remitted to the Lessee, and (ii) the proceeds of any
.m or right of the lLessor or the Lessee against third persons
injury, damage or loss with respect to any Unit or the use or
ration thereof, including settlements pursuant to the rules of
Association of American Railroads, and the lessee shall be
rogated to the extent of the Lessee's interest to all the

or's rights of recovery therefor against any other person, -
or corporation. The Lessor hereby authorizes the Lessee to
settlement of, receive payment and receipt for any and all
such claims on behalf of the Lessor, and the Lessor agrees to

te and deliver from time to time such instruments and do
such other acts and things as may be necessary or appropriate
more ‘fully to evidence the Lessee's authority and/or to vest in
the Lessee such proceeds to the extent of the Lessee's interest
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in or to effect such subrogation; and in the event. of any

ther
loss, damage or destruction in respect of which the Lessee is

led to proceeds or subrogation as aforesaid, the Lessor
refrain from doing any act or executing any instrument
would prejudice the rlght of the Lessee to such proceeds or
h subroqatlon. .

e Lessee covenants and agrees from time to tlme at its

se to do all acts and execute all such instrument:s of

er assurance as it shall be reasonably requested by the

to do or execute for the purpose of fully carryLng out and
uatlng thlS Lease and the 1ntent hereof.

ection 21. Execution. Although thls Lease is dated as of
er 1, 1972 for convenience, the actual date or dates of
ion hereof by the parties hereto is or are, respectively,
ate or dates stated in the acknowledgments hereto annexed.

fection 22. Law Governing. The terms of this Lease and all

rights and obligations hereunder shall be governed by the laws of
the ate of Utah; provided, however, that the parties shall be

ed to all rights conferred by Section 20c of the Interstate
rce Act of the United States, the applicable recording laws
ada and of the Provinces or Territories thereof and such
ional rights arising out of the filing, recording or

iting hereof and of any assignment hereof or out of the

ng on the Units as shall be conferred by the laws of the

several jurisdictions in which this Agreement or any assignment

give
Qeer
reqgi
foll

8“110,

of - shall be filed, recorded or deposited or in which any Unit
Pe located.

|section 23. Notices. Any notice requlred or perm1tted to be

n by either party hereto to the other shall be deemed to have.
given when deposited in the United States or Canadian

stered mails, first-class postage prepald, addressed as

ows: _

If to the Lessor, P.O. Box 149, Salt Lake 01ty, Utah

If to the Lessee, P.O. Box 8100, Montreal 101, Quebec, ,
Canada, attention of the Treasurer-_ i

.or addressed to either party at such other address as such party"
shal

1 hereafter furnish to the other party in writing.

(Section 24. Definitions. If and so long as this Lease is
assi
|

gned to thHe Trustee (or any successor thereto) for collateral

purposes, wherever the term "Lessor" is used in this lLease it

shal

1 also apply and refer to the Trustee and any successors

#hereto (with the exception of Section 14 hereof) unless the
context shall otherwise require and except that the Trustee shall

- not
Lea%

be -subject to any liabilities or obligations under this
e; and the fact that the Trustee is specifically named in
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ceriaLn provisions shall not be construed to mean that the :
Trustee (and any successors thereto) is not entitled to the i
benefits of other provisions where only the lLessor is named or -

wh?re only the Trustee, as the case may be,,is named.

‘ chtlon 25. Severability. Any provis;on of this Lease which
is prphibited or unenforceable in any jurisdiction shall, as to
such jurisdiction, be ineffective to the extent of such
prohloltlon or unenforceability without invalidating the
remaxnlng provisions hereof, and any such prohibition or
ungnfarceability in any jurisdiction shall not invalidate or
render unenforceable such provision in any other jurisdiction.

This Lease exclusively and completely states the rxights of
the Lessor and the Lessee with respect to the Units and
snpersedes all other agreements, oral or written, with respect to
the Units. No variation or modification of this Lease and no

of any of its provisions or conditions shall be valid

§s in writing and signed by duly authorlzed officers of the

jr and the Lessee.

dection 26 . No Recourse. No recourse shall be had 1n respect
y obligation due under this Lease, or referred to herein,
inst - any incorporator, stockholder, director or officer, as
past, present or future, of the lessor or the Lessee, or
st any principal or principals (disclosed or undisclosed),
ch, of the Lessor or assignee or assignees or transferee or
ferees, as such, of the Lessor if the Lessor is acting in an
or nominee capacity, or against any beneficiaries, as
in respect of which the lLessor may be acting as trustee,
er by virtue of any constitutional provision, statute or
|of law or by enforcement of any assessment or penalty or
rwise, all such liability, whether at common law, in equity,
ly constitutional provision, statute or otherwise, of
rporators, stockholders, directors, officers, assignees,
ferees or principals, as such, being forever released as a
condition of and as consideration for the execution of this

Leasé.

R7. Counterpart Execution. This Lease may be executed in

Teveal counterparts, but the counterpart delivered to the Trustee
sha}l be deemed to be the ‘original counterpart.
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[CORPORATE SEAL]
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ue ‘corporate authority, have caused this instrument to be
hed in their respective corporate names by duly authorized
icers and their respective corporate seals to be hereunto
tged and duly attested, all as of the date flrst above
ten. _

%IN WITNESS WHEREOF, the Lessor and the Lessee, each pursuant:”

FIRST SECURITY STATE BANK,
Owneyx9Tristee

by

' CANADIAN NATIONAL RAILWAY
- COMPANY,

by

[C%RPORATE SEAL]

Attest:
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. |
o S?AT# OF UTRAH
COUNTY OF SALT LAKE

| On this. a?ﬁﬁ!dzy of 7 everder + 1972, before me personally
appedred et .Gaﬁﬁz@ : , to me personally
"known, who, being by me duly sworn, says that he is Usacateat
'@¢0u52&a¢zwe of FIRST SECURITY STATE BANK, that cne of the
seals affixed to the foregoing instrument is the corporate seal
of the 'said banking corporation, that said instrument was signed -
and sealed on behalf of said banking corporation by authority of
1ts oard of Directors, and he acknowledged that the execution of
the foregoing instrument was the free act and deed of uald
bﬁnkwng corporation. :

O

' 1 - - - -
- My commission expires

_1,:*V.; 7 %Z/dry Publlc

:
Lo - .
[ NOTARTAL SEALY

t

.pﬁo: NCE OF QUEBEC
| ' ‘ SSe 2
CITY) OF MONTREAL

' n this day of s 1972, before me personally
appdared « to me personally
kn +« Who, being by me duly sworn, says that he is the

! ‘ . of CANADIAN NATIONAL RAILWAY COMPANY, that one of
the |seals affixed to the foregoing instrument is the corporate
seall of the said corporation, that said instrument was signed and
sealled on behalf of said corporation by authority of its Board of
Dirgctors, and he acknowledged that the execution of the
forggoing instrument was the free act and deed of said
corporation.

Notary Public

My ¢ommission is for life.

(NOTARIAL SEAL )




‘52’ 87, 100-ton box

; " e

| SCHEDULEI - Lease

“ i - N \ -
\ Group A and C Units

. : . . f
y : “\ Identifying )
. S { . . : - ! Numbers (both
Type and Specifications \ - Cost., " Inclusive)

cars, 10’ sliding doors ~ $4,468,030.00 (Canadian) CNIS 417000-417249

o GroupBand._i_)-nﬁ;liE \\ e T
528", 70-ton box '$5,917,230.00 (Canadian) -~ CN 557000-557299
cars, 18’ double doors ' ; L

52°8”, 70-ton box 2,752,387.40 (Canadian) -~ CN 557300-557439
cars, 18’ double doors ' : . ‘

52°8”, 100tonbox  1,000,838.50 (Canadian) =~ CN 415000415049

cars, 18’ double doors -




| 'SCHEDULE II — Lease

Percentage of Percentage of Percentage of Pezcentage of
Cost* of Cost®* of Cost* of Cost* of
- Group A Units - Group B Units Group C Units Group D Units

Daily Lease Rate . ............. .02222%-
Basic Lease Rate . . .. ... S 4.20117%

*as defined in Equipment Trust Agreement




